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Farm Programs * Transit Story * R. J. Reynolds 


When your customer is considering a plant 
site in California, he needs complete informa- 
tion! Here’s where Bank of America can help 
you help your customer. With more than 700 
branches throughout the state, Bank of America 
can quickly collect the latest, on-the-spot site 
information. As a result, your customer receives 
a comprehensive and objective appraisal. 

Investigating plant sites is just one of the 
many services Bank of America extends to its 


correspondents. Whatever your requirements— 
credit information in depth, last minute market 
reports from world trade centers, immediate 
collections in any part of the state— Bank of 
America can assist you. For complete corre- 
spondent service, write, wire, or call: National 
Division, 300 Montgomery St., San Francisco 
or 650 South Spring St., Los Angeles. 


ONE ACCOUNT COVERS ALL CALIFORNIA 


BANK OF AMERICA 


NATIONAL TRUST AND SAVINGS ASSOCIATION » MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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How To Unlock A 


“Locked In” Situation 


Have you ever had a borrower who looked perfectly 
good to you for the amount you were lending but whose 
needs were such that he was becoming overly dependent 
on your continuing loan? 


Practically every banker encounters a situation which 
appears to be favorable, yet where the debtor finds it 
impossible to periodically liquidate his obligation. The 
loan, in such an instance, may violate sound banking 
practice and in time may come under criticism. 


Certainly no banker likes to tell a deserving borrower 
that the money is not available. The constructive solu- 
tion in such a situation is to call upon Commercial Factors 
Corporation. Through our factoring or accounts receiv- 
able financing arrangements we can relieve the bank of 
its role as a continuous financial partner. At the same 
time we welcome your participation with us. Thus you 
retain your relationship and everyone benefits by such 
an arrangement. 


For details on our continuing relationship with 
banks write for our free booklet, ““How and When Your 
Bank May Profitably Recommend the Services of Com- 
mercial Factors.” Address your letter to Walter M. 
Kelly, President. 


Commercial Factors Corporation 


One Park Ave., N. Y. 16, N. Y. » MU 3-1200 
Established 1828 








From Where We Sit.... 


WHICH WAY ? 


N AN ADDRESS before the World Trade Club of New 
York, Professor Emile Benoit of Columbia Univer- 
sity’s Graduate School of Business cited as one of 

the more disturbing trends of recent years the steady loss 
of the price advantages formerly held by United States 
producers in the world market. Said Professor Benoit, 
“On most of the commodities on which I have been able 
to get specific price comparisons, I find that the U. S. 
was producing and selling cheaper than its chief Euro- 
pean competitors in 1953, but that it lost this price ad- 
vantage by 1959. 


“Steel is the most striking example: thus in 1953 the 
U. S. was selling structural shapes of high-grade Bes- 
semer steel at an average price of $87 per metric ton, 
compared to $98 in Germany, $97 in France, $107 in 
Belgium, and $122 in Italy. By 1958 we were selling the 
same steel for $121 per metric ton, compared to com- 
parable British steel at $121, German steel at $111, 
Belgian steel at $122, French steel at $113, and Italian 
steel at $120.” Comparative prices of machine tools and 
machinery were cited as indicating a similar trend. 


The speaker went on to point out that the proportion 
of World Bank industrial loans used to buy U. S. equip- 
ment had dropped from about 50 per cent in 1953-54 to 
about 30 per cent in 1958-59, and that “U. S. firms are 
turning, in ever increasing numbers, to buy foreign- 
made components and models to import into the U.S.” 


Disturbing as these trends may be, we find even more 
disconcerting Professor Benoit’s conclusions regarding 
the cause of “‘the slow growth of American productivity,” 
which he cites as the biggest single contributing factor. 
“Basically,” he said, “the answer seems to be this. In 
our fear of inflation and national debt, we have been 
applying over-restrictive fiscal policies which have been 
restraining our rate of industrial growth and resulting 
in an inability to use our industrial plant to capacity. 
We have been running our plants at an average of 15 to 
20 per cent below full capacity, and under this condition 
it is impossible to achieve lowest unit cost: shorter runs, 
and a single instead of double or triple-shift operation 
means that overhead costs stay high.” 


For all of this the professor blames ‘‘our restrictive 
fiscal policy.”” He cites as a positive evil the cash surplus 
of 6.7 billion achieved in 1956 and 1957. ‘‘This,”’ he said, 
‘is a figure seldom mentioned, but it had an enormously 
deflationary effect . . . We started moving up only in 
1959. Then, once again in 1960, we had the wind taken 
out of our sails by a cash surplus in the Federal Budget 
of $3.6 billion.” 

“Politicians with no knowledge of modern economics 
ignore these facts, but the nation as a whole has to 
pay for their ignorance. These characters naively 


imagine that it is a great thing for the government to - 


run a surplus, never realizing that what is a surplus 
for the government is a deficit in spending power for the 
rest of the economy: what it means, after all, is that the 
government has taxed away more purchasing power 
than it has given back to them.” 
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How different is the principle laid down by Fed 
Chairman William McChesney Martin, Jr. in an addreg 
before last month’s annual meeting of the Association 
of Reserve City Bankers. “The strength of this econ. 
omy,” he said, ‘“‘is based on the market system. It js 
founded upon concepts of private property, competitive 
enterprise, and the profit motive . . . If we are to re. 
solve permanently the balance of payments difficulties 
on which we have achieved a measure of progress over 
the past few months, and to play fully our role in the 
development of wider world markets, we must accept 
external competition as a challenge to be met on the 
time-honored basis of working more efficiently to pro- 
duce goods and services at prices which people are 
willing and able to pay. 


“This, I recognize, is harsh doctrine to some and 
obviously a hard road to travel under some conditions, 
But the goals to be achieved are unlikely to be gained 
in any other way. Let all of us, in the banking com- 
munity, in government, and in labor and management in 
every field of endeavor, accept this challenge. Through- 
out our country, we must not only increase our produc- 
tivity but also pass some of the gains on to the consumer 
in the form of lower prices rather than having all of it go 
exclusively to labor in higher wages, or to management 
in higher profits. By this means demand can be stim- 
ulated to provide more jobs for those who are unen- 
ployed, and to keep the economy moving to higher 
levels, and still greater job opportunities in the future.” 


We have here an altogether irreconcilable conflict of 
philosophies, and it is important to remember that 
that conflict is gradually being resolved in favor of 
one viewpoint or the other. The trend will work to- 
ward or away from acceptance of the proposition that a 
budgetary surplus is positively damaging to our econ- 
omy, and that our one great need of the moment is 
Congressional backing of the ‘‘President’s attempt to 
raise our growth rate,’’ with its strong implications of 
budgetary deficits. That many educators of our youth 
and shapers of our curricula cleave to that proposition 
is one of the more distressing facts of our time. 


Far less needed by the members of the Association 
of Reserve City Bankers than by the youth of our col- 
leges is exposure to the sound doctrine espoused by 
Chairman Martin. That need, moreover, extends to 
every other segment of our population, and the policy 
makers of our nation’s banks face no greater problem 
or more important task than that of devising ways and 
means of meeting that need. 


Editor 


BANKERS MONTHLY MAGAZINE e@ May 15, 196! 


EI I TL LS” OT LE 


ni om = & 


OAD 


,. - a en. - ea Oe oe ed 


= ge =’ G& t 


ee eS 


ant. them sae ee 


Fed 
lress 
ition 
con- 
It is 
itive 
D Te- 
ties 
over 
| the 
cept 
| the 
pro- 
are 


and 
jons. 
ined 
com- 
nt in 
yugh- 
»due- 
umer 
it go 
ment 
stim- 
nem- 
igher 


” 


ure. 


ict of 
that 
or of 
k to- 
hata 
econ- 
nt is 
pt to 
ns of 
youth 
sition 


ation 
r col- 


d by | 


dis to 
rolicy 
»blem 
s and 


1961 


wuonTt WH kL Y 


National Magazine of 
Banking & Investments 


Volume LXXVIII No. 5 


MAY 15, 1961 


EDITORIAL 


BAIAMONE <2 ca ccccececeeesccesesesose 5 
IRIEL Soop! bs -c-.4. 6)p0'esd- 0.010 9 6G 0 06 siglo wi 6 
RNG cet is aiki050.4:5 3 as otha WS Siaes 8 
rr 
IN a 50-5 0:6 85G 5 4 03,0 2:3 wa WS 59 
ARTICLES 

Agriculture on the Potomac....O. B. Jesness 15 
The Transit Story......... C. Edgar Johnson 22 
We Collect and Pay the Doctor's Bills 

sais Debi elee:te)4 s6 Allen B. Sikes, Jr. 36 

DEPARTMENTS 

NAT 5 rire ase 40s hw wo hose S10 19 
Wraamngton Report... os ccccccscccccccss 35 
INE S50) 61.5.0 0'0 0'6:b wowed :0'4/eee > MO 
Operating News & Trends............08- 50 
I ED 6-6 6 00:6 -0:ss0 004.400 400169 54 
ST i NIN 060d .a'pa'si6sicdb a 5444s 58 
Banking & Investment Figures............. 60 


RAND MSNALLY & COMPANY 


NEW YORK e CHICAGO e WASHINGTON 
SAN FRANCISCO 


Andrew McNally Ill, President 


Harry B. Clow R. L. McClenahan 
Vice President and Secretary Treasurer 


Richard B. MacCarthy 


Vice President 
Bank Publications Division 


EDITORIAL 
J. H. Peters Editor 
Alvin M. Youngquist, Jr. Managing Editor 


Associate Editor & 


Roger F. Geldermann Production Manager 


William B. Hummer 
Raymond Rodgers 


Helmuth Bay Washington Correspondent 


Contributing Editors 


BUSINESS & ADVERTISING 


Howard F. Wintrol Business Manager 
Whitney Chase Advertising Manager 
Byram Reed Mid- Western Representative 
William Soreck Western Representative 





Editoria usiness: 
°. . een Chicago 80, Ill. ie \ a 


Production Department: 
8255 N. Central Park, Skokie, Ill. 


Copyright © 1961 by Rand McNally & Company. All 
tights reserved under Inter-American Copyright Union 1910. 
RATES: $5.00 a year, two years $7.50, three years 
$10.00, single copies 50 cents. 

Published monthly by Rand McNally & Company, Chicago, 
Mi. and Nashville, Tenn. Publication office 162 Fourth 
Avenue, North, Nashville, Tennessee. Accepted as con- 
trolled circulation publication at Nashville, Tennessee. 


Printed in U.S.A. 


May 15, 1961 





ACCURACY 


In the magnetic encoding of checks, hair- 
line accuracy is the factor that most often 
spells the difference between success and 
failure. 


That’s why La Monte leaves nothing to 
chance in producing safety paper to meet 
the new demands of automatic banking. 


Since the advent of MICR encoding, we have 
conducted a continuing program of research 
that has produced a paper especially suited 
to magnetic inks...a paper now as trusted for 
sortability as it has always been for safety. 





THE 

WAVY LINES ® 
ARE A 

LA MONTE 
TRADE-MARK 


safety paper for checks 


GEORGE LAMONTE & SON « NUTLEY 10, NEW JERSEY 
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NEW BUILDINGS are just one part of the Bell System’s 1961 construction program. There 
are hundreds of other projects, of many kinds, and in many places throughout the country. 
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Bell System’s 22 Billion Dollar This big Bell System construction program 
for 1961 is more than better telephone service. 


It is more than additional tax money for 


Construction Program cities, states and the government. 


It is work and wages for people. Thousands 


Provides Work and Wages upon thousands of people. Both inside and 
outside the Bell System. 
in Many Lines Each week it puts more millions of dollars 


into pocketbooks and cash registers throughout 
the country. 


It’s a big effort and shows the vital part of 
the Bell System in the nation’s economic life 
and growth. 


There is much more to be done... and 
with earnings adequate to support the job, 
we'll keep moving right ahead, improving tele- 
phone service and helping America grow. 





TELEPHONE SYSTEM 
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THE TOP OF THE FINANCIAL NEWS 





ASSOCIATIONS 


Bankers’ Banker 
(Cover) 

Ransom M. Cook, president and 
chief executive officer of Wells Fargo 
Bank American Trust Co., was 
elected president of the Association 
of Reserve City Bankers, the influ- 
ential but publicity-shy organization 
of 400 top money center bankers. He 
succeeds Homer J. Livingston, chair- 
man of The First National Bank of 
Chicago. 

Meeting at Boca Raton, Fla., last 
month, ARCB also elected Norfleet 
Turner, chairman of The First Na- 
tional Bank of Memphis, association 
vice president; and named David M. 
Kennedy, chairman of Continental 
Illinois National Bank & Trust Co., 
association treasurer. Newly elected 
to ARCB’s board of directors for 
three-year terms were Roger C. 
Damon, president of The First Na- 
tional Bank of Boston; J. Paschal 
Dreibelbis, senior vice president of 
Bankers Trust Co.; Mr. Kennedy; 
and Murray Kyger, president of 
First National Bank of Fort Worth. 

California’s Cook. Able, person- 
able Ransom Cook, 61, heads one of 
the nation’s biggest banks (resources: 
$2.6 billion), notable both as a re- 
tailer (via 122 offices) and as a whole- 
saler (especially since the merger 
with venerable Wells Fargo Bank last 


WILLIAM F. KELLY 
ABA candidate 
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NORFLEET TURNER 
ARCB vice president 


year). Mr. Cook joined American 
Trust Co. in 1921, moved up through 
the ranks to become a senior vice 
president in 1951, a director in 1956, 
president in 1959. He also is a di- 
rector of Pacific Gas & Electric Co., 
Cutter Laboratories, Inc., Reserve 
Oil & Gas Co. and other corporations. 

During the coming year, Messrs. 
Cook, Turner, Kennedy, et al., will 
be working behind the scenes on 
some of banking’s touchiest pro- 
blems. Their efforts could prove of 
far-reaching importance to the in- 
dustry. 


Early Entry 

William F. Kelly, president of The 
First Pennsylvania Banking & Trust 
Co., was put forward by his state 
association as a candidate for vice 
president of The American Bankers 
Association in 1962-63. Long active in 
organized banking, the popular Phil- 
adelphian is currently a member of 
ABA’s Administrative Committee and 
Executive Council. He is a former 
chairman of the association’s influen- 
tial Credit Policy Committee and of 
its Instalment Credit and Small Busi- 
ness Credit committees. 

A banker for 35 of his 53 years, Mr. 
Kelly has been president of First 
Pennsylvania since 1955. The bank has 
resources of $1.2 billion, manages trust 
assets of about $3.25 billion. 


Sam M. Fleming of Nashville, cur- 


rent ABA vice president, will auto- 
matically succeed Arizona’s Carl A. 
Bimson as association president in 
October. M. Monroe Kimbrel of 
Georgia, chairman of ABA’s Federal 
Legislative Committee, is the only 
announced candidate for vice presi- 
dent in 1961-62. 

@ Youngish (37) Charls E. Walker 
was appointed executive vice president 
and executive manager of ABA, to 
succeed Merle E. Seleeman, who con- 
tinues in an advisory role. Dr. Walker 
was vice president and economic ad- 
visor of the Federal Reserve Bank of 
Dallas. From April 1959 to January 
1961, he took a leave from the bank to 
serve as principal economic advisor to 
fellow Texan Robert B. Anderson, 
then Secretary of the Treasury. An 
articulate sound money advocate, Dr. 
Walker was special assistant to the 
late Fred F. Florence during the time 
(1955-56) the latter was president of 
ABA. 

@ The National Federation of Finan- 
cial Analysts Societies, which links 26 
security analyst groups with a com- 
bined membership of around 6,800, 
will shorten its jaw-breaking name to 
Financial Analysts Federation. 
Named president and executive vice 
president, respectively, of FAF for 
the coming year were George S. Kemp, 
general partner of Abbott, Proctor & 
Paine in Richmond, and David D. 
Williams, vice president and assistant 
trust officer of National Bank of De- 





CHARLS E. WALKER 
ABA staff chief 
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WILLIAM D. IRELAND 


H. FREDERICK HAGEMANN, JR. 


EDWARD L. BIGELOW 


They head New England’s second largest bank. 


troit. George M. Hansen of Keystone 
Custodian Funds continues as execu- 
tive secretary and treasurer. 


INSTITUTIONS 


Merger Completed 

New England’s second biggest bank 
was created one day last month via a 
merger of State Street Bank & Trust 
Co. and Rockland-Atlas National 
Bank of Boston under the name of the 
former. The merger had been approved 
by the Federal Reserve Board despite 
an adverse report from the Justice 
Department. 


The consolidated institution has 
capital funds in excess of $55 million, 
resources of more than $500 million. 


Management is headed by Edward 
L. Bigelow, 61, chairman of the board; 
William D. Ireland, 66, chairman of 
the executive committee; and H. 
Frederick Hagemann, Jr., 54, presi- 
dent. Mr. Ireland will act as chief 
executive officer of the bank for six 
months, then be succeeded by Mr. 
Hagemann. 


Not only is the merged institution 
a $500-million commercial bank, it 
also has investment responsibility for 
some $1 billion of trust funds, an im- 
posing total even in Boston, where in- 
vestment management is a traditional 
and finely developed art. In addition, 
the bank maintains a large corporate- 
trust-transfer division, which special- 
izes in serving the mutual fund and 
investment company industry. 
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Deal Blocked 


New York’s confused banking pic- 
ture became more confused last 
month as the State Banking Board 
ruled against the proposed affiliation 
of Wall Street’s Bankers Trust Co. 
(resources: $3.1 billion) and The 
County Trust Co. ($503 million) of 
rich suburban Westchester through a 
holding company. 

NYS Superintendent of Banks G. 
Russell Clark held that the holding 
company would have ‘a concentra- 
tion of assets beyond limits consistent 
with effective competition within 
Westchester County (and) may re- 
sult in a lessening of competition in- 
jurious to the interests of the public, 
and in a tendency toward monopoly.”’ 
Mr. Clark also noted that other 
New York City banks would be 
frozen out of present and potential 
correspondent business with County 
Trust. 

Dual Authority. The action was the 
first taken by the NYS board under 
the holding company provisions of 
the state’s new banking law. The 
Bankers Trust proposal also is pend- 
ing before the Federal Reserve Board, 
which has jurisdiction under Federal 
law. What effect the state ruling will 
have on the Fed is not clear; nor is it 
clear what would happen if the two 
agencies should disagree. 

Also still subject to various Federal 
and/or state approvals are Morgan 
Guaranty’s proposed statewide hold- 
ing company, the Manufacturers 
Trust-Hanover Bank merger (BANK- 


ERS MONTHLY MAGAZINE, Feb. 15) 
and the First National City-National 
Bank of Westchester merger (BANK- 
ERS MONTHLY MAGAZINE, March 
15). At month’s end the fate of each 
of these proposals remained in doubt. 

However, at least one uncertainty 
was removed from the picture: The 
Franklin National Bank of Long 
Island said it would drop its lawsuit 
to invalidate the state’s omnibus bank- 
ing law. 

* * * 


Elsewhere around the country and 


abroad, these institutions were making § 


this financial news: 


Continental Illinois National Bank 
& Trust Co. of Chicago announced 
plans to open a branch in the ‘‘City,” 
London’s famed financial district. The 
bank said its international expansion 
program may also involve setting up 
Edge Act Corporations (foreign fi- 
nancing subsidiaries). 


Transamerica Corp., the onetime 


bank holding company whose present 
holdings are primarily in the insurance 
field, announced plans to acquire 
Pacific Finance Corp., big ($498 mil- 
lion in outstandings, 393 offices) sales 
and consumer finance company. 
Transamerica proposes to exchange 
58 shares of new 414 per cent con- 
vertible preferred stock for each 100 
shares of Pacific Finance common. 
Directors of Pacific Finance voted to 
recommend acceptance of the pro- 
posed offer. 


The Bank of Georgia in Atlanta 1) 
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'| The West rockets ahead with 
more and more energy 


from natural gas 


Growth and expansion continue to be the two 
big activities in the West—both for the people 
who live and work and play in this booming 
region, and for El Paso Natural Gas Company 
which supplies natural gas to so many of them 
for so many purposes. 

Much of the story in detail is in the Com- 
pany’s Annual Report for 1960, just out. 

The growth part of the story for El Paso, in 
a sentence: 

In 1960, El] Paso furnished customers in 11 
Western states more than 114 trillion cubic feet 
of gas—an all-time record and over four times 











POPULATION 


UP 28.8: 






15) POPULATION . ; 

UP as much as was delivered just a decade ago. 
onal ; : _ ; 
a 46.5% The growth story in the 11 states is a climb 


in population to a total of 35,718,636 (1960 
census), up 33.9 per cent in the past 10 years 
and still rocketing. 

As for expansion — 

Demand for El Paso’s services and products 
by long-time customers keeps increasing as 
families and communities and businesses grow. 
Then add the millions of new people, more new 
businesses and all their needs. Add, too, the 
ever-increasing realization by everyone of the 
economy and conveniences of gas as a source 
of dependable energy for a multitude of uses. 

And E] Paso is expanding to meet this need. 
To supply its customers—including such 
growth areas as California—it has developed 
the most diversified gas supply of any company 
in the nation. Today, El Paso’s pipelines are 
connected with the principal producing areas 
of the West and Southwest, in addition to vast 
reserves in Canada. 

The Company’s Annual Report reviews a 
number of important projects recently com- 
pleted, and reports progress on others from 
-quire Ten-Year Population Growth Figures from U.S. Census, 1950 and 1960. Canada to the Mexican border. 


i 






pany. § For copies of El Paso’s 1960 Annual Report write to: El Paso Natural Gas Company, El Paso, Texas 





| EL PASO NATURAL GASi|ll 


nta 1) El Paso Natural Gas Company provides natural gas to industrial customers and distribution companies in Ari- 
zona, California, Colorado, Idaho, Nevada, New Mexico, Oregon, Utah, Washington, West Texas and Wyoming. 
AZINE } MAY 15, 1961 . 








"You pat my back, etc.” 


For the more cynical minded, that’s the 
only reason why a particular banker does 
business with a particular broker. The 
broker makes a deposit. The banker re- 
ciprocates with orders to buy or sell 
stocks and bonds. 


Sounds simple, doesn’t it? 
Maybe even too simple. 


We happen to believe that there are 
lots of other ways a broker can benefit 
a banker, lots of other things that in the 
long run might prove to be at least as 
valuable as deposits alone. 


For example, here at Merrill Lynch 
we've geared ourselves to provide— 


Current quotes, specific security 
prices for most any date in the past, 
or complete portfolio evaluations 
for estate purposes... 


Fast and efficient execution of all 
legal transfers... 


A wealth of printed reports on busi- 
ness in general—on individual in- 
dustries and companies—on stocks, 
bonds, and commodities. Two mil- 
lion dollars worth of research in- 
formation a year, in fact, for the 
benefit of your key executives and 
important customers... 


Last minute facts for your repre- 
sentatives on local business develop- 
ments in thousands of communities 
through our 130 offices from coast- 
to-coast... 


These are some of the services that 
thousands of banks from coast-to-coast 
currently use to advantage. 


If you're not using these services 
already, if you have what you feel are 
rather unusual brokerage requirements, 
perhaps we can help. 


There’s no service charge. Never an 
obligation, either. Simply address— 


ALLAN D. GuLLiver, Vice President 
Bank Relations Department 


Merrill Lynch, 


Pierce, Fenner & Smith 


INCORPORATED 


Members New York Stock Exchange 
and all other Principal Exchanges 
70 PINE STREET, NEW YORK 5,N. Y. 


142 offices in U.S., Canada and abroad 


Total assets in excess of $600,000,000 
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THOMAS S. GATES, JR. 
Morgan Guaranty Trust 


marked its 50th anniversary, 2) 
opened for business in a new 31-story 
building, tallest in the Southeast. The 
bank has long specialized in offering 
retail banking services to individuals. 


Securities totaling $154 million have 
been accepted from 640 investors in 
exchange for shares of Federal Street 
Fund, Inc., the fund’s sponsors an- 
nounced. Federal Street thus becomes 
the first of the ‘‘big exchange funds” 
to be consummated. Such funds are 
designed to enable investors holding 
large blocks of acceptable securities 
to obtain diversification without in- 
curring capital gains tax liability at 
the time of the exchange. 


The National Manufacturers Bank 
of Neenah, Wis. (assets: $21 million) 
will become a member of Marine 
Corp., Milwaukee holding company 
($280 million), subject to the approval 
of the Federal Reserve Board and 
stockholders. Marine Corp. also has 
an application pending before the Fed 
to acquire the Wisconsin State Bank 
of Milwaukee ($40 million). 


EXECUTIVES 


Washington to Wall 


Thomas S. Gates, Jr., Secretary of 
Defense during the final year of the 
Eisenhower Administration, | as t 
month became chairman of the execu- 
tive committee and a director of 
Morgan Guaranty Trust Co. of New 
York. The move is something of a 
homecoming for the 55-year-old Gates, 
who was employed by J. P. Morgan & 


DAN E. DORMAN 
First NB of Hawaii 


Co. for two years in the 1930s. He 
also was associated for several years 
with the investment banking and 
brokerage firm of Drexel & Co., which 
handled Morgan’s activities in Phila- 
delphia. 


Mr. Gates launched a distinguished 
career in public service in 1953 when 
he was appointed Under Secretary of 
the Navy. Thereafter, he became Sec- 
retary of the Navy, Deputy Secretary 
of Defense and finally Secretary of 
Defense. 


Mr. Gates is the third member of 
the Eisenhower team to take a post in 
the financial community in recent 
weeks. Former Treasury Secretary 
Robert B. Anderson became a partner 
in Wall Street’s Carl M. Loeb, 
Rhoades & Co., and ex-Budget Di- 
rector Maurice H. Stans was named 
president of Western Bancorporation, 
the far-flung bank holding company 
formerly known as Firstamerica Corp. 


Meanwhile, it is reported that M.S. 
Szymezak, a governor of the Federal 
Reserve System since 1933, will soon 
join C. J. Devine & Co., the big 
government bond dealer. 


Realignment 

Dan E. Dorman, 50, will become 
president of First National Bank of 
Hawaii (resources: $342 million) next 
January. At the same time, Carl E. 
Hanson, 59, will step up from presi- 








dent to chairman, succeeding John E. J 


Russell, 71, who will continue as 4 
director and member of the executive 
committee. 


BANKERS MONTHLY MAGAZINE 




















He 
ars 
and 
‘ich 
ila- 
hed 
hen 
r of 
ec- 
ary 
of 


r of 
t in 
ent § 
ary 
pner 
eb, 


RESOURCES 


oon 
big 


Di- | 

ned 

ion, 

any 

orp. es 
..S. 

eral 


LIABILITIES 


MAY 15, 1961 








the new 


FIRST 
CITY 
NATIONAL - 
BAN kK of Houston 


Condensed 


STATEMENT OF CONDITION 


as of April 12, 1961 


MEMBER FEDERAL DEPOSIT 
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The Kansas-born Dorman was an 
assistant national bank examiner in 
the 12th Federal Reserve District be- 
fore joining First National (then 
Bishop National) in 1948. He was 
named a vice president in 1952, exec- 
utive vice president in 1957. Mr. Han- 


son has been president of the bank 
since 1951. 


Head of the Herd 

Michael W. McCarthy, 57, was 
named chairman and chief executive 
officer of Merrill Lynch, Pierce, Fen- 


FIRST-QUARTER BANK EARNINGS 


In Thousands 
1961 1960 


Per Share 
1961 1960 


Bank of California, San Francisco $ 1,061 $ 1,120 $ .69 $ .87 


Bank of New York............. 
Bankers Trust Co., New York... .. 
Central Nat. Bank of Cleveland 


Chase Manhattan Bank, New York 17,035 


Chemical Bank New York Trust .. 
Citizens National Bank, LA ...... 


Crocker-Anglo National Bank, SF 
Detroit Bank & Trust Co. 
Fidelity-Philadelphia Trust Co. 

First National Bank in Dallas... .. 


First National City Bank of NY(a) 
Franklin National Bank of Long Is. 
Hanover Bank, New York ....... 
Industrial NB of Providence...... 
Irving Trust Co., New York ...... 


Manufacturers NB of Detroit .... 
Manufacturers Trust Co.,New York 
Mellon NB&TC, Pittsburgh 


Morgan Guaranty Trust Co. of NY 11,984 


National Bank of Detroit 


National City Bank of Cleveland . 
Republic National Bank of Dallas 
Security First National Bank, LA . . 
Security National Bank of Long Is. 
Union Bank, Los Angeles ........ 


Union Commerce Bank, Cleveland 
United States Trust Co. of NY ... 
Wachovia Bank & Trust Co.,NC . . 
Wells Fargo Bank Amer. Trust,SF . 


First Bank Stock Corp., Minpls. .. . 
First Wis. Bankshares, Milwaukee 

General Bancshares Corp., St. L. . 
Marine Midland Corp., Buffalo. . . 
Northwest Bancorp., Minneapolis . 
Western Bancorp., Los Angeles. . . 


1,360 1,528 5.04 5.66 
7,569 8,483 94 1.05 
1,084 1,067 1.00 98 
17,988 1.22 1.29 

10,636 9,760 1.25 1.15 
1,048 993 79 JS 
1,251 1,178 84 79 
315 283 89 79 
362 338 .63 59 
1,244 1,160 73 .68 
4,003 3,654 75 69 
2,759 2,593 1.50 1.41 
1,239 1,137 1.29 1.19 
1,809 1,513 69 8 
17,134 18,992 1.37 1.52 
2,213 2,120 64 61 
4,277 4,606 86 92 
1,093 1,010 91 84 
4,019 4,576 74 85 
1,560 1,765 1.11 1.26 
6,275 6,531 1.25 1.30 
6,019 6,036 2.26 2.27 
14,216 1.59 1.89 

4,502 4,462 1.25 1.24 
2,174 2,282 81 85 
2,306 2,254 7 56 
6,894 6,915 96 97 
418 349 38 36 
1,525 1,233 .68 36 
798 812 1.09 1.11 
777 751 1.48 1.43 
1,665 = 1,594 .40 42 
4,435 4,602 90 96 
3,778 4,052 1.08 1.16 
1,579 1,462 81 75 
499 519 21 22 
4,858 4,687 45 46 
3,922 3,673 72 .68 
6,418 7,053 38 42 


(a) Earnings for 1960 are for First National City Bank and First National City Trust Co’ 


combined. 


paid to the bank by the trust company. 


| Citizens & Southern NB, Atlanta . 
City National Bank of Detroit ... 
Commercial Bank of No. Amer. NY 
County Trust Co., White Plains .. . 





Earnings for 1961 are for the bank only, but include a dividend of $225,000 


ner & Smith Inc., which last year ac- 
counted for 13 per cent of all round lot 
volume on the New York Stock Ex- 
change and 20 per cent of odd lot 
volume. A onetime merchandising 
executive (Safeway Stores), Mr. Me- 
Carthy joined Merrill Lynch in 1940, 
became managing partner in 1957, 
When the firm was incorporated two 
years later he was elected president. 
Mr. McCarthy is now succeeded in 
the latter post by George J. Leness, 
57, chairman of the executive com- 
mittee for the last two years and for- 
merly head of the firm’s underwriting 
division. 
@ James M. Cumby, 66, senior vice 
president of Republic National Bank 
of Dallas, was named chairman of the 
bank’s executive committee. Mr. Cum- 
by set up the bank’s first credit de- 
partment in the early 1920s, has been 
a senior loan officer in recent years. 
@ Three loan officers, W. C. Fostvedt, 
R. L. Hock and W. O. Lindstrom, were 
elected senior vice presidents of Citi- 
zens National Bank of Los Angeles. 
Mr. Fostvedt is in charge of the bank’s 
loan administration department. Mr. 
Hock heads the oil and gas division. 
@ Hartford National Bank & Trust 
Co. also named three new senior vice 
presidents: Thomas D. Sargent (loan 
and investment division), Russell L. 
Geer (operations) and James J. Dev- 
lin (trust). 


BANK STOCKS 


Profits & Prospects 

Of 34 leading banks and six bank 
holding companies reporting first 
quarter results to BANKERS MONTH- 
LY MAGAZINE (table), 22 showed 
higher earnings than in the like 
period last year and 18 showed lower 
earnings. 

Among the big New York City 
banks, reduced earnings were the 
general rule, reflecting the sensitivity 
of these institutions to money market 
changes. One comparison from the 
Federal Reserve Bank of New York 
pretty much tells the story: the 
average rate of interest charged on 
short-term business loans by NYC 
banks in the first half of March was 
4.66 per cent, well below the average 
of 5.11 per cent for March 1960. 

Those banks around the country 
that rely less on prime loans to large 
corporations and more on other types 
of credit often were able to report a 

(Continued on page 58) 
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by glass, and 
with outdoor noises adding to the 
difficulties, it takes an excellent com- 
munications system to make a trans- 
action easy. Mosler equipment has 
this kind of system. That’s one rea- 
son why The Colonial Bank and Trust 
Company, of Waterbury, Connecticut, 
chose Mosler equipment for its 
Drive-In Window installations. 
Colonial has two Mosler Drive-In 
Windows and a.Walk-Up Window. 
Mr. John H. Payne, Jr., Executive 
Vice President, comments on their 
value to Colonial: “Our customers 
have found using the Mosler Drive- 
In Window a truly ‘personal’ experi- 
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ence. The window looks and sounds 
as if the glass weren’t there. The 
rapidity with which the teller can 
operate the drawer, plus the clarity 
of the communications system, has 
truly enabled us to reach a new high 
in customer relations. 


THE RADICAL IMPROVEMENT 


“The average transaction at these 
windows takes about 20 or 30 sec- 
onds, with absolutely no inconven- 
ience to the customer. The new Mosler 
concept in banking services has radi- 
cally improved customer servicing 
and has up-dated banking practices.” 


THE DECISION FOR MOSLER 


Mr. Payne sums up the decision in 
favor of Mosler equipment. “In the 
final analysis, there were exactly 





three factors which influenced us in 
our selection of Mosler equipment: 
(1) Customer needs, (2) security, 
and (3) over-all cost. Mosler equip- 
ment won on all three counts.” 


PROBLEM SOLVING—A MOSLER SPECIALTY 


From auto banking to the largest 
vaults, Mosler design and manufac- 
turing experience is at your service. 
If you are considering a new branch 
or expansion, write for Mosler’s 
“AUTO BANKING IDEA BOOK” and 
information on any problem involv- 
ing banking equipment. The Mosler 
Safe Company, 320 Park Avenue, 
New York 22, N. Y. 


The MoslerSafe Company 


World’s Largest Builders of Safes and Vaults 
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BANKER-TO-BANKER 
SERVICE 


How one bank’s customer 
advanced into the electronics era 


This is a true story, but because we always 
hold our relations with any customer in 
strictest confidence, certain minor but identi- 
fying details have been altered. 


A good bank is often a company’s ticket 
to success. 

Consider the case of the small midwest 
radio parts manufacturer that grew into a 
multi-million dollar corporation. Early in 
the company’s history, its owners devel- 
oped a new process for manufacturing min- 
iaturized radar system components. 


But to expand meant more working cap- 
ital than their local bank could legally lend 
to them. Meantime, a competitor was 
working around the clock to perfect the 
same process. 

One of the officers at the local bank—a 
correspondent of ours—described the pre- 
dicament of the company to our officer 
serving this territory. His quick appraisal 
of the company’s potential resulted in an 
expanded line of credit being provided by 


The First National Bank of Chicago 


our correspondent and The First National 
Bank of Chicago. Almost immediately, a 
chain reaction began. 


The small radio parts manufacturer grew 
by leaps and bounds. Additional personnel 
came from all over the country and settled 
there. New suppliers brought new wage- 
earners. The local bank acquired many 
personal and commercial accounts and 
prospered in a flourishing community. 


The First National Bank of Chicago can 
help you help your customers, too. As- 
signed to separate geographical areas in 
all 50 states, Division F officers understand 
your problems and will give you banker-to- 
banker service. 


Asacorrespondent of The First National 
Bank of Chicago, you’ll benefit from fast 
check clearing, ten industry-specialized 
commercial divisions, bank planning—any 
or all of a complete line of correspondent 
bank services. 


If this is the kind of service you are 
looking for, contact our Division F today. 


Dearborn, Monroe, Clark and Madison Streets * Building with Chicago since 1863 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 





The Chase Manhattan Tower at Dawn—Photo by Erich Locker 


What’s new on the financial horizon? 


Rising 60 stories above New York’s 
historic financial center, The Chase 
Manhattan Bank, in its new head 
office, stands ready to meet the 
banking needs of a vigorous Ameri- 
can economy. 


Behind the bright glass and gleam- 
ing metal of 1 Chase Manhattan Plaza 
is a single banking purpose—greater 
usefulness to individuals and busi- 
nesses in New York, the nation and 
the world. 

To best serve hundreds of thou- 
sands of customers, the new Chase 
Manhattan headquarters is staffed by 
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skilled and experienced bankers 
backed by the most modern banking 
machines and facilities. Equally im- 
portant, its location in the heart of 
New York’s financial and trade cen- 
ter facilitates the efficient handling of 
all commercial and personal banking 
transactions. 

From the windows of 1 Chase 
Manhattan Plaza you look out upon 
the most active center of the nation’s 
finance. You see the Stock Exchange, 
the Federal Reserve, the Clearing 
House, numerous Commodity Ex- 
changes. You see the throngs and 
the activity, and you begin to under- 


stand why it is important for 
America’s leader in bank loans to 
business and industry to build bigger 
in this important area of American 
banking. 


THE 

CHASE 
MANHATTAN 
BANK 


Head Office: 1 Chase Manhattan Plaza 
New York 15, N. Y. 


Member Federal Deposit Insurance Corporation 
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AGRICULTURE 
ON THE POTOMAC 


The Really Essential Key Is Still Lacking 


The dean of agricultural economists holds to the view that the best presently 
available solution to the problem of agricultural surpluses lies in the application 
of a program providing for adjustment in the selective use of our agricultural 
resources, rather than one that prescribes only the rigid control of production. 


Head Emeritus, 


HE VALIDITY of the old saw that 
“a new broom sweeps clean’’ has 
frequently been brought into 

question, and for good reason. An old 
broom in the right hands can do an 
altogether acceptable job of sweeping, 
and a new broom, poorly handled, is 
all too likely to leave a trail of sweep- 
ings. It is important, moreover, to 
consider what is being swept as well 
as the direction in which the sweep- 
ing is being done. 


The still relatively recent election is 
a case in point. The picture is just 
beginning to unfold, leaving much 
room for speculation as to what will be 
attempted and which of the many 
things that will be tried will work and 
which will fail. Campaign oratory, 
while ‘‘promising,”’ left a good deal of 
doubt regarding the answers advanced 
by the farm problem hopefuls. 


If they did not fully realize it before, 
the newcomers to Washington have 
now learned that the farm problem is 
no respecter of political parties. The 
seat formerly occupied by Ezra Taft 
Benson is still a hot one, and Orville 


*Dr. Jesness has served for many years as a 
member of the Advisory Council of the Agri- 
cultural Committee of the American Bankers As- 
sociation, and is a former director and chairman 
of the board of he Federal Reserve Bank of 
Minneapolis. 


MAY 15, 1961 


By O. B. JESNESS 


University of Minnesota.* 


Freeman isn’t likely to find it notice- 
ably different for an indefinite number 
of months, perhaps years. The buga- 
boo of farm surpluses promises to 
cloud the sky and plague the “‘ins,”’ 
notwithstanding anything we may do 
in our endeavors to eat and otherwise 
dispose of our mountains of excess 
production. 


When the new Administration 


Wheat Supply for 


Department of Agricultural Economics, 


moved in there already existed in the 
laws on our books authority to in- 
crease some price supports and adopt 
certain other measures. There has 
been an increase in the amounts and 
varieties of foods that are available 
for domestic relief distribution. Un- 
used authority to give the food stamp 
idea a trial run was dusted off, and 
preparations to that end are under 
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way. The popular ‘food for peace’”’ 
program has been given an added shot 
in the arm; and some additional funds 
have been assigned to the Farmers 
Home Administration for farm loans 
and the construction of rural housing. 
All of this, however, has contributed 
little to a solution of the farm surplus 
or farm income problems. Still lacking 
is the one really essential key to any 
solution of the farmer’s difficulties: 
adequate and effective means of ad- 
justing production to fit available 
markets. 


Wheat the Great Problem 


By all odds, the most serious of the 
surplus problems is that in wheat, 
with the prospective July 1st wheat 
carry-over of about one and a half 
billion bushels—more than the total 
production of our best year, and 
practically two and one half times our 
annual domestic consumption for all 
purposes. Adding to the difficulty of 
the problem is the fact that the larger 
share of this hoard is made up of 
winter wheat that is grown, for the 
most part in the Great Plains and ad- 
jacent areas where alternatives are 
often limited. 

The new Administration, however, 
chose to devote its initial efforts to 
the spring-planted feed grains, sur- 
plus stocks of which have been build- 
ing up so rapidly that they are sharing 
the limelight with our excessive sup- 
plies of wheat. So much of our wheat 
is fall-sown that there was little op- 
portunity to effect any production 
adjustment in the 1961 crop of that 
grain. 

Under the authority granted by 
recently enacted feed grain legislation, 
a support price of $1.20 per bushel has 
been established for corn—the bell- 
wether of feed grains—and supports 
at commensurate levels have been de- 
creed in the prices of oats, barley and 
grain sorghums. A departure from 
previous support programs lies in the 
fact that higher prices are available 
only to co-operating farmers who hold 
out of production at least 20 per cent 
of the acreage formerly devoted to 
the production of corn and grain 
sorghums. The payment for idled 
acreage is arrived at by applying the 
county support rate to half the “nor- 
mal’ yield of the tracts in question. 
If the farmer elects to take up to an 
additional 20 per cent out of pro- 
duction, the support rate will be ap- 
plied to 60 percent of the normal 
yield of that acreage. 

Payment in kind is provided in the 
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O. B. JESNESS 
Featherbedding no answer. 


form of certificates representing grain 
to be withdrawn from the supplies 
held by the Commodity Credit Corp- 
oration, thus eliminating the need 
for current appropriations of funds 
for this purpose. Congress, however, 
will later be called upon to restore the 
capital of the CCC. Or the farmer 
may, if he prefers, take settlement in 
the form of cash, in which case the 
CCC will advance the payment and 
subsequently sell the amount of 
grain involved on the market. The 
latter provision is intended to serve 
as a club that will discourage non- 
participation, since such sales would 
normally depress the market and cor- 
respondingly increase the attractive- 
ness of the support program. 


An operation of this kind could 
make the assertion that “farm prices 
are made in Washington,” more than 
a fiction. The grain trade is quite 


naturally none too happy over the 


added uncertainties that will thus be 
brought into the market. 


A One-Year Stop-Gap Program 


The effectiveness of this program, 
of course, cannot be forecast with ac- 
curacy at this writing. Whether or not 
Washington’s somewhat optimistic 
expectations of farmer participation 
will be realized remains to be seen. 
Among the questions that remain un- 
answered are these: Will noncoop- 
erators step up their output? Will 
cooperators intensify production on 
the acreage remaining in use? Will the 
program, in short, make a material 
contribution to the much needed ad- 


justment? Nobody knows. It’s a one- 
year stop-gap program, and very large- 
ly experimental. It is to be hoped that 
what will be proposed for 1962 will be 
influenced by the lessons learned from 
this year’s trial. 

The Administration in mid-April 
sent to Congress a very comprehen- 
sive bill to give the Secretary of 
Agriculture wide discretion in the 
choice and administration of commo- 
dity programs. This bill calls for the 
appointment of farmer committees to 
advise with the Secretary in develop- 
ing specific commodity programs. It 
contemplates a 60-day waiting period 
during which the House or the Senate 
could reject a proposed program. A 
referendum of growers of the commod- 
ity with approval of two-thirds of 
those voting would be required before 
it would become effective. 

If Congress should act favorably on 
this proposed legislation which at this 
time appears doubtful, Washington 
might find itself faced with a man- 
sized task of coordinating a welter of 
programs and proposals. In such a 
situation it would seem appropriate to 
provide for effective representation of 
the general public to see that con- 
siderations of the general welfare are 
given due attention. 

Pressure for a wheat program offers 
promise that that commodity will be 
given early attention. Tighter pro- 
duction and marketing curbs are held 
by some to be absolutely essential. 
Talk is also heard of some form of 
certificate or multiple price plan that 
would treat as a separate entity the 
domestic market for wheat to be used 
for human consumption, which mar- 
ket would be allocated among all 
producers. The plan would deal 
separately with wheat entering the 
export and feed markets. Such pro- 
posals do not appear as yet to have 
given any recognition to the fact that 
wheat is made up of several classes, 
with differing characteristics, uses, 
and markets. 


As has been previously noted, hard 
winter wheat leads in volume of pro- 
duction and the vast accumulated 
surpluses of that class present our 
greatest single difficulty. Hard spring 
wheat, grown mainly in the Dakotas 
and Montana, is a bread wheat that 
is sold mainly in the domestic market. 
The red winter wheat of the central 
states and soft wheat of the Pacific 
Northwest are used more largely for 
purposes other than the making of 
bread. Durum is a macaroni wheat. 
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Growers Differently Affected 

It is hardly to be expected that 
growers of hard spring wheat will re- 
spond with enthusiasm to a program 
that will compel them to _ share 
equally the domestic bread markets 
with other classes. And it is no more 
likely that producers of red winter 
wheat, which is not in surplus, will 
like the idea of submitting to the 
contemplated across-the-board-acre- 
age and marketing curbs. But the 
fact remains that neither Congress 
nor the Administration is recognizing 
these differences in the various classes 
of wheat. In thus refusing to deal 
realistically with this factor they are 
simplifying the problem for the mo- 
ment, but they will find, as did their 
predecessors, that ignoring it will not 
bring about a solution. 


The Secretary of Agriculture has 
evidenced the Administration’s faith 
in price supports by using his dis- 
cretionary authority to raise some of 
them. The increase in the support 
price of soy beans from $1.85 to $2.30 
per bushel has raised some eyebrows, 


since the current price is well above 
the new support level. While the 
market price would appear to provide 
ample incentive to plant an enlarged 
acreage of soy beans, it is sought by 
this increase to stimulate an even 
greater shift of acreage from corn to 
soy beans than would otherwise occur, 
with the thought of relying on P. L. 
480 for the disposition of any surplus 
of beans that may*result. 


Supports on manufacturing milk 
have been raised from $3.22 a hundred 
to $3.40, and those on butterfat to 
60.4 cents a pound. Dairy products 
have been working toward a better 
balance in the market, but an expan- 
sion in butter and cheese output 
could bring back larger purchases of 
these products by the CCC. Marga- 
rine has now passed butter in volume, 
and even a slight rise in butter prices 
could cause an even greater lessening 
of its hold on the market. Considera- 
tion needs to be given to the con- 
sumers’ willingness to pay as well as 
to the desire of dairymen for better 
prices. 


Foreign Production Increased 


Supports on the 1961 crop of upland 
cotton have been raised to 33.04 cents 
a pound. This will make it necessary 
to grant an export subsidy of 8.5 
cents in order to keep cotton ‘“‘com- 
petitive’ in world markets. One won- 
ders how much consideration those 
who are responsible for this decision 
may have given to some of the broader 
and longer-run implications of this 
increase. Other countries which have 
expanded cotton production were en- 
couraged to do so, at least in part, by 
our past support programs. Sales of 
United States cotton nevertheless 
continue an important factor in 
world markets and prices. 

Export subsidies enable textile mills 
in other countries to buy United 
States cotton for less than our do- 
mestic mills are obliged to pay. The 
latter in turn call attention to their 
resulting competitive disadvantage, 
and press for quotas or other restric- 
tions on imports. Union labor in the 
clothing industry is taking a similar 
stand. All of which might well prompt 


THE FEED GRAIN PROBLEM 


Figures in Millions of Bushels 


Teas 


Including California 


Surplus 


"Surplus" means the total supply of each grain just 
prior to harvest. 1960 figures used in this chart are 
based on indications in July, 1960. 


May 15, 1961 


1960 
Surplus 
585 


Prepared by educational committee Minneapolis Grain Exchange. 
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us to inquire: Is cotton, long a main- 
stay among our agricultural exports, 
about to become a stronghold of pro- 
tectionism? Can we afford the risk of 
the possible effects of this develop- 
ment on our leadership in the free 
world? 


Those who are pricing our cotton, 
moreover, might well concern them- 
selves with the inroads that are being 
made on the domestic markets by 
synthetic fibers. Making cotton more 
expensive is not a promising way of 
improving its competitive position. 
And may there not be a limit as time 
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goes on to the willingness of consumers 
and taxpayers to foot the bill? Would 
it not be far more to the point to con- 
sider what might be done to aid high- 
cost producers make a shift into 
activities that would yield better re- 
turns? 


Some persons in Washington see 
tight controls over rights to produce 
and sell as the answer to the surplus 
problem. They assert that farmers are 
ready and willing to accept such con- 
trols in return for attractive price 
supports. Their answer to the charge 
that this means regimentation is that 
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Midwest Stock Exchange 
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farmers themselves are to have an 
important part in developing and en- 
forcing such controls. 


No Enthusiasm for Controls 


Farmers may say that they recog- 
nize the need for bringing output into 
balance with markets and that they 
do not object to controls in principle. 
The fact is, however, that they have 
not displayed any overpowering en- 
thusiasm for rigid controls where 
their own farm operations are con- 
cerned. Nor has Congress shown any 
eagerness to legislate authority for 
rigid controls, in which they reflect 
the attitude of farmers and all who 
are identified with closely allied busi- 
nesses. Acceptance by farmers, more- 
over, is not the whole question. Im- 
portant also is the question of whether, 
if instituted, such controls would 
actually solve the problem and serve 
the public interest. 

Continuing surpluses, such as exist 
in hard winter wheat, spell out in bold 
letters the fact that too many pro- 
ductive resources—manpower, land 
and capital—are being employed in 
the lines thus affected. It is conceiy- 
able that tight controls over rights to 
produce and sell, with percentage re- 
ductions across the board, could, if 
effectively applied, bring output into 
line. But what would a program pro- 
viding such controls do with the re- 
sources thus idled? Would it merely 
hold them out of use but leave them 
there to claim a share in the returns? 
Would we have part-time operation 
of farms? Would not the result be that 
of making still smaller the many farms 
that are already too small for efficient 
operation? It would appear to be more 
than obvious that the answer to 
overproduction of agricultural com- 
modities does not lie in ‘‘feather- 
bedding,” but in making selective ad- 
justments in the assignment and use 
of our productive resources. 


Public policy has had a part in 
creating the surplus problem, so the 
public must assume a share of the 
responsibility for solving it. Incentives 
should be provided for the selective 
withdrawal of some land from all 
agricultural use, and for the transfer 
of still other tracts to less intensive 
use. Some of the Great Plains land 
now devoted to the production of 
wheat, for example, might be shifted 
back to grazing. Underemployment 
in agriculture calls for measures that 
will encourage those to whom better 

(Continued on page 42) 
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BOND BULLETIN 


Governments « Municipals « Corporates 


By William B. Hummer 





An_ undertone of strength is being maintained in the nation’s bond markets 
despite rising business activity and emergence of larger—than—estimated federal bud-— 
get deficits for fiscal 1961 and 1962. 

Principal reason: Treasury—Federal Reserve agreement that both monetary 
policy and debt management decisions should continue to be geared to promote business 
recovery and credit expansion. 


Market resilience was underscored by the resounding success of the $7.8 
billion May cash refunding. The new 3 per cent certificates and 34 per cent two- 
year notes offered in exchange for issues maturing May 15 were heavily oversubscribed 
and quickly moved to premiums. 

Fair receptions for many of the large number of new corporate and tax-exempt 
offerings in recent weeks, including the giant $300 million, AA-rated U. S. Steel 
debentures, similarly attest to the note of springtime stability in the markets. 


Federal Reserve authorities plan no significant change in the direction of 
current policies because they see no signs of new inflationary pressures threatening 
the economy at this time. ; 

They note that total borrowing of new funds (both public and private) last 
year was the lowest since 1954. Nor is total credit expansion expected to be exces— 
Sive this year; aggregate new borrowing by the private sector of the-economy— 
including bank loans, short—term open market paper and bond financing—should be no 
higher than in 1960. 


Recognizing that the federal budget deficit for fiscal 1962 may be much 
larger than estimated, the authorities still believe that, following the sharp de- 
Cline in total credit expansion last year and the private credit and capital borrow-— 
ing outlook this year, a substantial increase in federal deficit financing can be 
Supported without renewing inflationary pressures. 

In fact, the authorities indicate that a gain of as much as 6 per cent in 
gross national product—with all the accompanying increase in credit demand that this 
implies— could be registered this year without creating a shift to restrictive poli- 


cies. A very rapid business recovery would, of course, revise this thinking. 


Acting in concert with Federal Reserve goals, the Treasury has continued to 
concentrate new financing in the short-term area, thus lessening pressure on medium 
and long-term yields in the hope that preventing a rise in borrowing costs may help 
Spur the economy. 


The other chief aim, of course, is to maintain firm short-term rates and 


thereby discourage a further shift of funds from the U. S. to Europe. 


The balance—of—payments problem, although less publicized and far less acute 


than last December, still looms large in Washington thinking. 
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This explains joint Treasury—Federal Reserve action to prevent the 9l—day 
bill rate from declining much below 2} per cent. 


Federal Reserve open market purchases of issues due in more than one year, 
since abandonment of the "bills only" policy, have been large and aggressive, despite 
earlier expectations that such operations would be very modest. 

Between February 15 and the end of April, the Federal purchased $900 million 
of issues due in more than one year. These were chiefly in the 3 to 4 year range, 
and purchases of over 10 years were not large. In the same period, the Federal sold 
almost $1 billion of issues, of which about half were due in more than one year. 
There was no net addition to reserves, therefore, which of course was seasonally 
appropriate. 

There is doubt that the Federal Reserve will pursue its operations in other 
than bills indefinitely. Instead, the authorities appear to hope that when the busi- 
ness recovery has reached the stage where the bill rate will support itself ata 
desired level, thus reducing the threat of an outflow of funds, they can again con- 
fine open market operations primarily to bills. 


Pleased with the success of its May cash refunding, the Treasury is con- 
sidering shifting part of its scheduled July cash financing into June in order to 
take advantage of good market conditions. 

Treasury activity during the remainder of the year will be hectic. There 
will be a refunding every month. Total cash borrowing may be well above $10 billion. 
Of the approximately $24 billion’ of maturing issues in the second half of 1961, 75 
percent is publicly held. 

Still keenly aware of the immense concentration of debt in the shorter 
maturity ranges, the debt managers suggest the possibility that a longer-term issue 
will be included in the August refunding. If conditions permit, they may also en- 
deavor to complete an additional cash refunding. 

The Treasury already has announced plans to borrow an additional $1.5 
billion in June to round out cash needs for the current fiscal year. If this amount 
were increased, the July cash borrowing of $4 billion or more could then be reduced 
proportionately. 


Paving the way for further advance refundings, possibly this year, the 
Treasury has found a means to circumvent the 4; per cent interest rate ceiling on 
bonds that has been in effect since 1918. This was done by obtaining a ruling from 
the Attorney General that although the 4} per cent ceiling applies on coupons of 
issues due in five years or more, it does not apply to actual investment yields that 
may be paid on discounted obligations. 


Municipal bond prices have levelled off somewhat after touching a ten-— 
month low in late April. Heavy offerings of new issues, plus an unusually large 
backlog of unsold issues, have been primarily responsible for persistently firming 
yields since yearend. While dealers’ unsold "blue list" inventories are below the 
record $522 million level of early March, they still hover around $400 million; and 
a heavy supply of new issues awaits marketing. 

April was exceptionally active for the corporate bond market, after an ex-— 
tremely light first quarter. Although a number of issues, such as the New England 
Telephone 4%s due 1999, encountered a rather slow reception, others were readily 
marketed. With the corporate-—Treasury yield spread favoring the former, advances in 
corporate yields may be limited. 
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correspondent... 


you can employ a staff of experts to survey your 
bond portfolio . . . without adding to your payroll 


Just call upon the Continental, and let our Bond relation to your bank’s balance sheet and your par- 

Department make a survey of your portfolio. Ours ticular banking situation. We will offer helpful 

is one of the biggest bond departments in the nation. advice in setting up an investment policy, and sug- 

And one of the most experienced. gest ways of implementing this policy in light of 
Upon receipt of the necessary information, our current and expected market conditions. 

analysts will review your investment account in Phone us at STate 2-9000, Chicago. 


CONTINENTAL sattoxa. BANK 


AND TRUST COMPANY OF CHICAGO 
Member F. D. I. C. Lock Box H, Chicago 90, Illinois 


May 15, 1961 
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THE TRANSIT STORY 


The author relates out of almost fifty years of firsthand ex- 
perience in the field of bank operations, both within his own 
bank and at every level of organizational activity*, the 
step by step evolvement of the present day transit depart- 
ment, beginning with the evolvement of the transit item itself. 


By C. EDGAR JOHNSON 


Senior Vice President, 
The First National Bank of Chicago 


HE RAPID technological advances 
that have characterized check 
handling processes and proced- 

ures in the relatively recent past have 
served to rekindle interest in the color- 
ful story of transit operations as it has 
unfolded since the turn of the century. 
Since there are but a vanishing few 
who still remember the virtually 
machineless days of the pre-Fed era, 
it has occurred to one of that few that 
a firsthand account of happenings in 
the transit departments of the coun- 
try’s banks, as typified in those of his 
own, would make interesting and pro- 
vocative reading for old-timers and 
late-comers alike. 


Until the early years of this century, 
transit checks were treated as collec- 
tion items and forwarded directly to 
the town where they were payable. 
The proceeds (less exchange charges) 
were credited to the depositor’s ac- 
count only after collection in good 
funds had been completed. But the 
steadily increasing popularity of 
checks was soon to make that method 
of converting them into cash im- 
possibly unwieldy. The files of our 
bank, for example, reveal that the 
average daily number of transit items 
handled in 1894, exclusive of those 
drawn on New York City, was a 
moderate 2,500, but that it doubled 
in the five years that followed, and 
again increased to 12,000 by 1904. It 
was quite inevitable, therefore, that 
the transit check should by 1905 have 
evolved, out of sheer necessity, from a 
collection into a transit item. 


That the change was made none too 
soon is clearly indicated by the further 
increase to 17,000 in the average num- 
ber of items handled daily by 1909, 
and the figure in the larger Chicago 





*This included participation as representative 
of the Association of Reserve City Bankers in a 
three-year “Study of Check Collection System.” 
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banks ranged in due course from 5,000 
to 50,000. 


The exchange costs incurred by the 
larger banks in effecting the collection 
of this huge volume of checks ran 
into the hundreds of thousands of 
dollars a year; and since transit items 
were credited as cash when deposited, 
it was only by careful analysis that 
the profitability of customers’ ac- 
counts could be determined. An 
analysis department requiring the 
services of at least a dozen clerks was 
accordingly superimposed on the staff 
of 100 or more whose efforts were de- 
voted exclusively to the handling of 
transit items. 


Given Immediate Credit 

By 1910 the operating procedures 
of most Chicago banks had progressed 
to the point where all items deposited, 
whether received over the counter or 
by mail, were immediately credited to 
the appropriate accounts, subject to 





C. EDGAR JOHNSON 
Each bank built up a network. 


final payment. They were simul- 
taneously charged to the transit de- 
partment, and the amounts thus in- 
volved appeared on the bank state- 
ment as ‘“‘Due from Transit Account.” 
In the report to the Comptroller of 
the Currency, they were included in 
the total designated as ‘“‘Due from 
Banks.” 


For mailing purposes, the checks 
were sorted by state and charged in 
separate totals to the clerks who pre- 
prepared the transit letters. Items des- 
tined for the various states were in 
turn grouped according to the number 
of days required for collection, thus 
simplifying the task of back-checking 
for outstanding items. 


Some items were charged directly 
to the correspondent’s account, either 
at the time of mailing or after a 
specified time interval had elapsed. 
Totals of such charges were simul- 
taneously credited to the transit ac- 
count, leaving a debit balance which 
represented the total of items await- 
ing advice of payment. As each such 
advice was received, it was recorded 
on a carbon copy of the appropriate 
transit letter, and credited in due 
course to the transit account. A list of 
outstanding items was prepared daily. 
Those on which payment was overdue 
were traced three times weekly and 
the depositors notified accordingly. 


The drafts on individuals and firms 
that are today customarily treated as 
collection items were then processed 
by the transit department as cash 
items. They were nevertheless regis- 
tered in a separate book and so placed 
as to facilitate the handling made 
necessary by frequent reference. 


Minimum Charges Boost Cost 

It was not unusual for country 
banks to levy minimum exchange 
charges of 10 to 25 cents no small items. 
These levies inflated the effective ex- 
change cost to a figure often aggregat- 
ing $4 to $6 per thousand. Attempts 
were made to reduce the number of 
sendings by arranging to have a 
single correspondent collect all items 
drawn on banks in its area, be it an 
entire state, territory, or zone, thereby 
effecting a saving in labor, postage, 
stationery and exchange costs. The 
fee for this service, in the absence of 
adequate compensating balances, was 
computed at a flat rate per thousand. 

This system of routing proved to be 
much safer than sending direct, par- 
ticularly in the case of items drawn 
on banks in small towns about which 
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Rass me are 
Banker 


“‘Retirement Income’’ are two of the nicest 
words in the English language. And they sound as 
pleasant —and mean just as much—to bank officers 


and employees as to anyone else. 


That is why a growing number of banks are creat- 
ing retirement plans for their staffs—to supplement 
the smaller benefits provided under Social Security. 

Today, nearly 2,000 bank officers and employees 
are covered under Manufacturers Trust Company’s 
Retirement Program for Correspondent Banks. And 
the number is growing all the time. 

Whether your bank is large or small—or if your 
bank is seeking to revise an existing plan—it will 
pay you to get the facts about the MTCo. program. 
Unlike the “packaged” type of plan, it allows com- 
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plete flexibility for each participating bank, includ- 
ing selectivity in such areas as cost, eligibility, 
retirement age, vesting rights, etc. 


etme 


For the Retiroment Security 
of Your Bonk’, 


OSficers 
For your copy of  eenaberete 


our retirement security 
booklet, write today to 
Thomas J. Casey, Pension 
Trust Consultant. 


National Department 


MANUFACTURERS 
TRUST COMPANY 


44 WALL STREET + NEW YORK 15, N. Y. 
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M. & T. DISCOUNT CORPORATION 


Dealers in Prime Bankers Acceptances 


1 CHASE MANHATTAN PLAZA NEW YORK 5, N. Y. 


Whitehall 3-4635 


BANCO DI SANTO SPIRIT 


ESTABLISHED 1605 


ROME 


Complete international 


Banking service 








little information could be obtained, 
Since the banks in the collecting 
centers naturally carried the accounts 
of the smaller banks of their areas, 
items drawn on them could be charged 
directly to their respective accounts, 

Bank examiners agreed that the 
transit account was the hardest one 
in the bank to reconcile, and for 
transit clerks an examination meant 
the burning of considerable midnight 
oil. It was not unusual, for example, 
for The First National Bank of 
Chicago to send out 10,000 tracers in 
the course of an examination, and if 
they were not promptly returned, the 
process would have to be repeated. It 
was, in general, a lengthy, tedious, 
and costly chore. 

It was originally the custom to keep 
a complete description of all items, in- 
cluding the names of the drawer, the 
drawee, and the depositor, as well as 
the amount. Some banks also recorded 
the dates, numbers, and a list of all 
endorsements. But the continuing 
rapid expansion of transit volume in- 
duced banks to maintain a constant 
search for labor-saving methods which 
would keep transit department ex- 
penses within reasonable limits. 


The first simplification occurred 
when the development and adoption of 
a numerical system made it possible 
to record the drawee bank by number. 
The first attempt at mechanical re- 
gistration was by means of a type- 
writer or billing machine. Amounts 
were printed by a tabulating attach- 
ment which spaced automatically, but 
it was not until some time later that 
an adding attachment brought about 
a vast improvement in the speed and 
accuracy with which transit items 
could be processed. 


Numerical System is Born 

The first real breakthrough in the 
mechanization of the transit depart- 
ment occurred when the Hibernia 
Bank and Trust Company of New 
Orleans adopted early in 1908 a 
numerical system which enabled them 
to write their transit letters on a 
specially constructed Burroughs add- 
ing machine, with special keys for 
“No Protest’? and other instructions. 
Instead of recording the name of each 
depositor, the bank employed a sys- 
tem of batch numbers. 

Transit items received from city 
depositors and out-of-town correspon- 
dents were balanced in batches, each 
of which was given a number that was 
stamped on the items it contained. 
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POSITIVE 
PROTECTION 


Check crimes have in- 
creased substantially 
“* particularly counter- 
feiting. One effective 
means of curtailing 
these losses is through 
the use of private de- 
sign safety paper... 
check paper with your 
company name, symbol 
or mark reproduced in 
the paper itself. Berg- 
strom manufactures pa- 
pers of this type to your 
order under strict su- 
pervision and security. 
Through extensive re- 
search, methods have 
been developed for pro- 
ducing individual check 
papers in any color or 
design on an economi- 
cal basis ... and they 
are safe. 


_-For details write, or wire 


BERC 
RGSTROM PAPER COMPANY 


jj NAH, WISCONSIN _ 
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52"* Cash Dividend 


The Board of Directors of Delta Air Lines, Inc. has declared a 
dividend of 30¢ per share on the capital stock of the company, 
payable June 1, 1961 to stockholders of record at the close of 
business May 12, 1961. Ten days after this payment Delta in- 
augurates the first Southern Transcontinental service. 


> DELTA 


INTRODUCES A NEW SOUTHERN TRANSCONTINENTAL ROUTE 












Corporations place annual report, dividend notice and institutional 
advertising in BANKERS MONTHLY MAGAZINE 1) to help assure the 
availability of financing for present and prospective needs at the 
lowest possible interest cost, and 2) to help assure a strong fol- 
lowing for the company’s securities among professional investors and 
investment advisers. 





Tile-Top Sponge Rubber 
Mats and Runners 


—provide comfort underfoot and keep 
feet off cold floors. 


Disturbing footsteps are silenced by 
TILE-TOP as effectively as by carpet. 


Comes in a variety of colors and sizes. 
All edges beveled. 


Modernize and beautify old floors by 
installing attractive, colorful TILE-TOP 
now. 


Send for catalog sheets and prices, 


AMERICAN MAT CORPORATION 
2123 ADAMS STREET “ TOLEDO 2, OHIO 
“*America’s Largest Specialists in Floor Matting” 


A MAT FOR EVERY PURPOSE 








Clearinghouse numbers were substi- 
tuted for the names of drawee banks, 
and where these were lacking, towns 
were arbitrarily numbered consecu- 
tively according to seniority. 


It was also in 1908 and shortly after 
the debut of the Hibernia system that 
The First National Bank of Chicago 
introduced a numerical system of its 
own that contained some modifications 
of its forerunner. Instead of identify- 
ing over-the-counter items by batch 
numbers, this need was met by supply- 
ing city depositors with numbered 
endorsement stamps. The batch sys- 
tem was used only in handling items 
received by mail from correspondents. 


As time went on still other banks, 
instead of using batch numbers, 
supplied both their out-of-town cor- 
respondents and their city depositors 
with numbered endorsement stamps— 
using odd and even numbers for the 
two respective categories. While this 
system had its distinct advantages in 
thus doing away with the batch sys- 
tem in its entirety, it could not be 
used by banks having more than ten 
thousand active accounts because the 
relatively small keyboards on the add- 
ing machines of that day wouldn’t 
accommodate a larger number. 


In general, the Burroughs Company 
pioneered the development of the add- 
ing machine for bank use, and by 1911 
had perfected a machine which in- 
corporated a typewriter attachment. 
A similar machine was later developed 
by the Ellis Company which was later 
absorbed by The National Cash 
Register Company. Mechanization 
had come a long way. 


With the spread of the practice of 
installing individual numerical sys- 
tems, the multiplicity of methods of 
assigning numbers created many com- 
plications and much confusion. The 
Clearinghouse Section of the ABA 
decided that this hodgepodge of 
numbers must be replaced by a uni- 
form numerical system, and it assigned 
the task of devising such a system to 
a committee of three transit managers 
consisting of W. G. Schroeder, Con- 
tinental and Commercial National 
Bank of Chicago; C. R. McKay, The 
First National Bank of Chicago; and 
J. A. Walker, Corn Exchange National 
Bank of New York. 


ABA Adopts Uniform System 
The Committee first met in Decem- 
ber, 1910, and in May of the following 


year presented its recommendations 
at a meeting of the ABA’s executive 
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1960: Another Good Year for Dresdner Bank 


Capital and Reserves increased to about DM 530 Million—314 Branch Offices in Western Germany 


—International Relations intensified 


During 1960, Dresdner Bank AG., one of the leading West 
German banks, has further extended its domestic and in- 
ternational business. The number of its domestic and foreign 
clients increased considerably, the network of branches and 
offices in the Federal Republic was further broadened, the 
friendly business relations with its more than 3,000 cor- 
respondent banks all over the world were intensified, and the 
capital structure once again amplified. 


Total resources of Dresdner Bank increased in 1960 by 
5.6% to about DM 8,000,000,000. The Bank's favourable 
development is also reflected in the considerable growth of 
the number of clients, which rose, by 150,000, to 934,000, 
and the increase in the number of accounts kept by the 
Bank, by 209,000, to about 1,330,000. 


The Bank's credit business (debtors plus commercial bills 
discounted) increased by 12%. Including guarantees for ac- 
count of clients, the total volume of credits granted at the 
end of 1960 amounted to DM 5,600,000,000 compared to 
DM 5,000,000,000 the year before. 


Dresdner Bank traditionally devotes special attention to its 
Issue and Stock Exchange business. During 1960, foreign 
orders for the purchase and sale of stocks and bonds increased 
considerably. The introduction of foreign shares for listing 
on German Stock Exchanges contributed to widen the scope 
of the Bank's business. 


Dresdner Bank's international business developed in line 


with the further expansion of German foreign trade. The. 


Bank's close links with its many friends and correspondents 
abroad have been further strengthened in the past year. 


New services introduced by Dresdner Bank in the last few 
years (such as small personal loans and various services to 
further the use of cheques in Germany) developed success- 
fully. The Trustee Department, which deals with the ad- 
ministration and permanent supervision of clients’ property, 
attracted particular interest abroad. 


The expansion of the volume of Dresdner Bank's business 
prompted it to increase the number of its employees during 
1960 by more than 1,300 to 13,000 and to widen its network 
of branches and agencies. Its Regional Head Offices are 
situated in Duesseldorf, Frankfurt/Main, and Hamburg. 314 
branches and agencies are maintained at 192 cities and 
towns. Moreover, its fully-owned Berlin subsidiary, Bank 
fuer Handel und Industrie AG., has 36 branch offices in 
Western Berlin. Representative Offices of the Bank are 
maintained in Istanbul, Cairo, Madrid, and Paris. There are 
also joint representative offices with Deutsch-Suedamerika- 
nische Bank AG., an affiliate of Dresdner Bank, in the most 
important centres of Latin America. 


The shareholders of Dresdner Bank, assembled on April 18th 
1961 in Hamburg, resolved the payment of a 16% dividend 
on its share capital, which had been increased from DM 180 
Million to 220 Million last year. They further resolved 
another increase in the capital, by DM 25 Million, to DM 
245 Million. After this increase, capital and open reserves of 
Dresdner Bank will amount to about DM 530 Million, which 
represents 6.6% of its total resources at the end of 1960. 
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Main Items of the 1960 Balance Sheet 
as compared with 1959 (Million of DM) 


ASSETS 
Cash and due 
from Central Bank 


Due from Banks 
and Cheques 


Bills, Treasury Bills, and 


Medium-Term Notes 


Fixed-Interest Bearing 
Securities 


Shares and 
Participations 

Equalisation Claims 

Debtors 

Long-Term Loans 

Real Estate and 
Buildings 

Other Assets 


LIABILITIES 


Deposits 
Savings Accounts 
Total 


Deposits of Banks 


Due to Foreign Banks 
(Nostro Liabilities) 


Long-Term Funds 
Own Acceptances 
Capital and Reserves 
Special Reserves 
Other Liabilities 


Guarantees 
Bills Endorsed 


EXPENDITURE 

Salaries and Other 
Staff Expenditure 

Other Expenditure 

‘Taxes 

Net Profit 


REVENUE 


Interest and Discount 
Commissions and Fees 


1960 


1,243.4 
296.5 
2,188.5 
356.8 


480.0 
257.6 
2,760.1 
205.5 


104.7 
95.5 
7,988.6 


4,508.4 
1,451.7 
5,960. | 
1,007.6 


10.4 
144.2 
0.1 
490.0 
301.4 
74.8 
7,988.6 


934.3 
131.0 


154.4 
48.3 
131.6 
35.2 


369.5 


175.1 
_ 194.4 
369.5 


1959 


848.9 


457.2 


2,536.6 


516.1 


383.5 
234.2 
2,180.5 
210.7 


100.1 
98.2 


7,566.0 


4,541.3 
1,223.5 
5,764.8 


983.0 


40.5 
105.2 
28.8 
310.0 


138.2 
171.8 


310.0 
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committee which was held in Nash- 
ville, Tennessee. The latter promptly 
accepted the special committee’s re- 
commendations, thus providing each 
of the 27,000 banks then existing with 
a number of its own. There remained, 
however, the task of explaining the 
system to all of the country’s banks 
and urging its universal acceptance; 
and a committee, headed by Mr. Mc- 
Kay, was subsequently given that 
responsibility. 

Lack of space forbids even an at- 
tempt at mentioning the names of the 
many banking personalities identified 
with the development and promotion 
of the ABA’s numerical system. No 
account of that phase of the transit 
story, however brief, would be com- 
plete without some reference to the 
great contribution made by C. Howard 
Wolfe of the Philadelphia National 
Bank. 


Mr. Wolfe was among the first to 
sense the need for such a system, and 
represented the Philadelphia Clearing- 
house Association at a meeting sub- 
sequently held in Chicago for the pur- 
pose of devising a practical plan of 
numbering banks and _ considering 
ways and means of promoting its use 
in the transit operations of the nation’s 
banks. As an outgrowth of this meet- 
ing, he was given a leave of absence by 
the Philadelphia National Bank so 
that he could accept an appointment 
by the ABA as secretary of its Clear- 
inghouse Section. 


For some four years afterward, Mr. 
Wolfe concerned himself almost exclu- 
sively with the task of bringing about 
a greater degree of acceptance and im- 
plementation of the numerical sys- 
tem, as well as many other much 
needed reforms in the methods and 
procedures employed in the clearing 
and collection of checks. He also 
served for a time as assistant educa- 
tional director of the American Insti- 
tute of Banking, and devoted much 
of the time he served in that capacity 
to the same end. 


Outstanding among Mr. Wolfe’s 
many accomplishments in the general 
field of transit operations was the 
plan for the settlement of accounts be- 
tween the various Federal Reserve 
Banks through the Gold Settlement 
Fund (more recently called the Inter- 
district Settlement Fund and the Gold 
Certificate Fund). He was again 
called to Washington in 1915 to put 
this plan into operation. 


In order to minimize the hazards 


inherent in handling items drawn on 
undesirable banks of which, un- 
fortunately, there were a good many, 
the transit manager of 1910 was 
obliged to secure credit information 
about every bank to which direct 
mailings were made. As an added pre- 
caution, limits were placed on the 
total amount that could be sent to 
certain banks; and if reports showed 
even that procedure to be unsafe, 
items were either collected through 
the express company or forwarded 
with the depositor’s specific consent 
and entirely at his own risk. And there 
were extreme situations in which the 
items in question were simply re- 
turned to the depositors. 

The all too numerous unsatisfactory 
reports on drawee banks covered a 
wide range of dubious symptoms, in- 
cluding the following: 


1. Protest of drafts drawn on their 
own correspondents.* 


2. Slow remittances. 


3. Failure to remit or to respond to 
tracers. 


4. Deduction of exchange and re- 
mittance of net amount by 
cashier’s check. 


5. Exorbitant exchange charges. 


6. Refusal to pay items presented 
by an express company, or the 
tender of pennies or small change 
in payment. 

It must be remembered that in 
Illinois and many other states anyone 
could start a private bank and receive 
deposits. Neither capital nor exper- 
ience was required. A state bank, 
moreover, could be started by anyone 
who could supply the small amount of 
capital prescribed. There were no re- 
quired qualifications as to training 
and experience, nor even with respect 
to honesty and respectability. 


A major problem of transit depart- 
ments in the early 1900’s was the 
exchange charge. The custom of 
charging exchange fees had its begin- 
nings in the early days when, in the 
event of failure to maintain balances 
with correspondents at a satisfactory 
level in the ordinary course of business, 
it would be necessary to replenish 
them with shipments of coin or cur- 
rency. To compensate for the expense 
of creating reserve balances at a given 
*Banks in their attempts to minimize handling and 
avoid charges would not infrequently try to shunt 
out the drawee by sending a draft directly to the 
bank that drew it. In the case in point, the lat- 
ter, intent upon collecting a fee and delaying pay- 


ment of the draft as long as possible, would have 
it protested. 
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Statement of Condition March 31. 1961 


Assets ° 


Cash and due from banks $ 671,597,774 
U. S. Government obligations . 432,064,873 
State, municipal, and public securities . 266,793,467 
Other securities 11,672,594 


bOANS% 5.6% 6 1 2 « > © » 6 » BQO 


Customers’ acceptance liability 146,163,815 
Stock of Federal Reserve Bank . 12,750,000 
Investment in subsidiary companies . 7,520,495 
Bank premises . 32,967,499 
Other assets 123,582,744 


$3,990,687 332 


Liabilities 
Deposits. ....... . . . §3,125,674,185 


Reserve for expenses and taxes 43,025,016 
Liability on acceptances 148,376,364 
Dividend payable April 14, 1961 7,540,000 
Other liabilities og 109,999,464 
Capital — 7,540,000 shares 

— $25 par $188,500,000 

Surplits:. . . 1 «> 236,500,000 

Undivided profits . 131,072,293 
Total capital funds . 556,072,293 
$3,990,687 ,332 


Assets carried at $324,916,776 in the above statement are pledged to 
qualify for fiduciary powers, to secure public monies as required by law, 
and for other purposes. Member of the Federal Reserve System and the 
Federal Deposit Insurance Corporation. 


Downtown Offices: 140 Broadway 

23 Wall Street 
Midtown Offices: Fifth Avenue at 44th Street 
Madison Avenue at 60th Street 
40 Rockefeller Plaza 


European Offices: London 


Paris 
Brussels 
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A =) MICROFILMS UP TO 500 ITEMS PER MINUTE! 


" New Recorpak RELIANT 500 Microfilmer—in one 
continuous operation—automatically feeds your office rec- 
ords . . . photographs one or both sides at once . . . indexes 
the film images . . . even endorses, cancels or face-stamps 
originals with accessory endorser. Also, a ‘“‘twin”’ roll of film 
can be exposed simultaneously for off-premises security. 
DATA HANDLING ... Film units can be interchanged in seconds, which allows 
AND RECORDAK various departments to use the same microfilmer and still 
keep their records separate. It’s almost like getting extra micro- 
filmers for the cost of extra film units. 


Meeting today’s tough record- I 
| 
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ANY MICROFILMED RECORD OUT OF MILLIONS VIEWED 
IN 20 SECONDS! New Recorpak LODESTAR Reader 
turns on automatically when you insert magazine contain- 
ing thousands of microfilmed and indexed pages of office 
records, catalog information, or decoded computer data. 
No threading. No adjustments. No handling of film—ever! 
Fast as the REcorpak LODESTAR advances your film 
the index lines are easy to follow . . . lead right to the pic- 
tures you want. On-the-job tests show that it actually takes IN 
less than 20 seconds to retrieve—and view—any record out 
of the millions which can be kept within arm’s reach. 





______ TRANSLATES COMPUTER LANGUAGE 
280" = INTO PLAIN ENGLISH! 


New Recorpak DACOM System produces 
microfilm images of graphic arts quality from the 
invisible pulses on magnetic tape at speeds up to 
20,000 characters per second. That equals or 
exceeds computer speeds . . . is many times faster 
than mechanical printers. The information de- 
coded from as many as eight 2,400-ft. reels of 
magnetic tape fits on one 100-ft. roll of 16mm 
Recorpak Microfilm, measuring only 4” x 4” x 1”. 

RecorpAK DACOM System is incredibly ver- 
satile—optically combines computer data with 
any office form design . . . gives you, for example, 
a complete customer statement on a single film 
image, from which a paper print can be made. 





handling problems head 


New From Recorpak! Streamlined new equipment .. . 
incredible new systems . . . entirely new concepts in han- 
dling everything from office records to computer tapes. 


Even in the brief picture-captions on these pages you 
will find some (perhaps many) suggestions for more 
economical handling, storage, and retrieval of the 
records you use daily. And there’s much more to the 
RECORDAK story! 





Free literature ... and a cordial invitation 


Send for booklets describing O Recorpak RELIANT 
500 Microfilmer; OG REcorpAak DACOM System; 

O Recorpak LODESTAR Reader; 0 REcorDAK _~ 
Precision Engineering Drawing System. , 





Better still, accept our invitation—have a S 


Recordak Systems Man stop by to discuss _-" ~ Z — 
your specific record-handling problems. <"S___5> DECKS OF MICROFILM CARDS REPLACE BULKY DRAW- 
No obligation! Write Recordak Corporation, ‘@*5 ING FILES! The Recorpak Precision Engineering Drawing 


415 Madison Ave., New York 17, N. Y. System gives you drawings-in-miniature on low-cost 35mm 
Recorbak Microfilm which more than meet DOD specifi- 


cations. Smallest details are extremely sharp, backgrounds 


SRECORORK® 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming 
—now in its 34th year 


IN CANADA contact Recordak of Canada Ltd., Toronto 


are remarkably uniform even when drawings and prints of 
every type and age are microfilmed. 

Mounting these superb film-images in file cards gives you 
a complete drawing file which can be kept at the finger tips 

. ready for instant viewing in Recorpak Film Reader. 
Ends waiting for reference blueprints . . . cuts blueprint 
costs. Whenever needed, facsimile prints—or duplicate film 
cards—can be made directly from the master cards. 








point, a premium was charged for 
drafts drawn on the balances in 
question. 

As the system developed, each bank 
built up a network of correspondent 
relationships. Most banks were obliged 
to maintain large balances with each 
other in order to meet the credit re- 
quirements of their customers. Upon 
the completion of a considerable va- 
riety of arrangements, each bank had 
established well defined channels of 
correspondent loyalties. 


Checks Supplant Drafts 


With the passing of time, checks 
gradually supplanted drafts as a 
means of making out-of-town pay- 
ments, since bankers found it far less 
troublesome to charge exchange to the 
collecting banks than to the purchasers 
of their drafts. Currency, of course, 
still had to be shipped whenever the 
flow of money was away from the area, 
but the use of checks instead of drafts 





For many years—in fact as far back 
as 1913—the bankers of the country 
have been endeavoring to standard- 
ize the sizes and simplify the 
format of bank checks. One com- 
mittee after another has tackled 
this problem, and each has come 
up with sound recommendations 
which were later clearly stated and 
comprehensively illustrated in 
well-prepared booklets. Why, then, 
i are there more “headache checks” 
in circulation today than ever 
before? 


The reason, we believe, is because 
there never was enough incentive 
to se// the recommendations result- 
ing from these repeated, time- 
consuming committee studies. 
Now, however, with the introduc- 
tion of a new check handling 
system, this incentive exists. MICR 
calls for a degree of standardization 
never before contemplated. For 
the first time, banks have a vested 
interest in check format great 
enough to trigger a real drive for 
standardization. 


a> <a 
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SIMPLICITY 


Manufacturing Plants at: 
CLEVELAND DETROIT, INDIANAPOLIS, CHICAGO, KANSAS CITY 
ST. PAUL, DALLAS, CHATSWORTH, PORTLAND 


shifted the burden of financing such 
shipments from the drawer to the 
payee. The revenues derived from 
exchange charges, moreover, were 
frequently found to provide a sub- 
stantial margin of profit over and 
above the amount required to defray 
the steadily mounting cost of growing 
transit departments. 


To the large reserve city bank, 
however, the excessive exchange 
charges soon became a critical prob- 
lem. The most exorbitant charges 
were usually levied in one-bank towns 
where there was no effective competi- 
tion. This financial featherbedding led 
to efforts to mitigate the impact of the 
charges levied by adopting one or more 
of three remedies: 1) by routing 
checks through correspondents who, 
because they enjoyed the special favor 
of the drawee banks, were able to ob- 
tain better treatment from them in 
the matter of exchange charges; 2) 
by effecting collections through an 


% 
One of the side benefits of stand- 4 
ardization is lower costs dueto the © 
opportunities provided for mass, | 
streamlined printing operations. © 
Probably ninety percent of the = 
so-called “‘special’’ business checks 
could, with only slight modifica- =| 
tion, be supplied out of our catalog) | 
without in any way subordinating |~ 
the interests of the customer. This © 


is important; first, because as a rule 
the customer pays the cost, and 
second, because the bank check 
constitutes his personal currency 
and, as such, belongs to him. 





We submit, therefore, that in this 
drive for standardization there is 
an opportunity to achieve simpli- 
fication as well. This is no time to 
encourage the use of “corporate ; 
image” checks. To do so would 
be to depart from the objectives of | 
standardization and simplification. 

The bank check is a simple instru- 
ment that transfers funds and 
provides data for mechanized 
handling. It does not lend itself 

to exotic treatment. 


es 
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express company, and 3) by refusing 
to handle the checks in question. 


The use of the first of these remedies 
resulted in the extensive practice of 
circuitous routing. One of the oft-cited 
examples of this practice is the case 
of a check which was deposited in 
Hoboken, N. J. and drawn on Sag 
Harbor, N. Y. Instead of traveling 
100 miles as it would today, the check 
was sent a total distance of 1,500 miles 
as a result of efforts by various banks 
to avoid the payment of exchange. 


Some Angry Reaction 

Efforts to force banks to pay, their 
checks at par by presenting them 
through an express office met with 
strong opposition. The drawee banks 
reacted angrily, and would tender pay- 
ment in pennies or small change or 
otherwise attempt to embarrass the 
express agent. The undertaking final- 
ly became so unpleasant that many 
express agents refused to accept the 
assignment. Checks returned to de- 
positors were in turn sent back to 
their drawers who demanded explana- 
tions from their banks. Although it 
was most effective, this remedy was 
found to be generally damaging to 
public relations, and most collecting 
banks were fearful of maintaining it 
as a fixed policy. 

In the earlier stages of the develop- 
ment of the check collection process, 
the depositor was customarily charged 
for all costs incurred in the conver- 
sion of transit items, including ex- 
change charges. Keen competition for 
deposits, however, caused banks to 
offer more and more inducements to 
those whose accounts they were seek- 
ing to obtain or hold. They would 
solicit the country banker’s account 
by offering to collect without cost all 
transit items within a given territory 

sometimes the entire United States 

and promised to pay interest at the 
rate of from two to three per cent on 
his average collected balances. The 
country banker was also told, as an 
added inducement, that he would re- 
ceive a large volume of items drawn 
on his home town banks upon which 
he could deduct a liberal rate of 
exchange. 

The results were both natural and 
predictable. The country banker was 
encouraged to charge exchange but 
not to pay it, while the reserve city 
banks choked on these charges, both 
coming and going, as the price they 
must pay for the business in question. 

(Continued on page 42) 
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WHAT IS NCR PAPER? 

NCR Paper has the look and feel of 
the finest paper you can buy. Yet it 
provides sharp, clear copies without the 
use of any kind of carbon paper. NCR 
Paper is specially treated by a unique 
process that eliminates the need for 
forms with carbon or carbon coatings. 


WHY IT SAVES MONEY. 

NCR Paper sometimes costs more than 
forms with carbon. However, repeated 
tests show the average clerical worker 
can do 30% more work each day when 
NCR Paper forms are used. Thus, 
NCR Paper is less expensive in the long 
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run because it saves time and effort. 


NCR PAPER PREVENTS ALTERATIONS. 

NCR Paper can be erased — but not 
without detection. This built-in protec- 
tion makes NCR Paper one of the saf- 
est papers available for bank forms. 


NCR PAPER WON'T SMEAR! 

Unlike copies made with carbon, NCR 
Paper will not smudge or smear, ‘re- 
gardless of how many times copies may 
be handled. Copies are always clean 
and clear for maximum forms efficiency. 


NCR PAPER IS EASY TO USE. 


A ball point pen or pencil produces up 
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1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 
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to 5 copies. 8 or more copies with your 
business machines or typewriters. 


TRY NCR PAPER YOURSELF! 

Call your local printer or forms sup- 
plier. He’ll be glad to give you free 
samples of money-saving NCR Paper. 
It’s available and ideal for all types of 
bank forms. 


NCR PAPER 
ELIMINATES 
CARBON PAPER 
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Hanover works directly with its Correspondents 


Fred Rager and Bill Paton—are ready to step we A ee oO VW ee ee 
into your correspondent banking picture in 

Michigan, Ohio and Pennsylvania. In every state B A a nw 

in the U.S., a Hanover representative is ready NEW YORK 

to work with you. 


Charlie Bishop and his associates—Lew Jenkins, 


Member Federal Deposit Insurance Corporation 
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Opposition to President Kennedy’s tax plans appears to be running strong 
among conservatives and moderates in Congress. 

For one thing, they feel the proposed tax credit for business investment does 
not go far enough, and most favor faster depreciation write-offs instead. 

But what disturbs them most are-Administration proposals for offsetting the- 
revenue loss caused by the credit. 


Withholding of 20 per cent of interest and dividend payments may be defeated. 
Withholding would work a hardship on many recipients of such income, and impose a 
huge administrative burden on both the Treasury and the financial community. 

The $50 dividend exclusion probably can be saved, although prospects are not 
so good for the 4 per cent tax credit on dividends. Many Congressmen, recognizing 
the inequity of double taxation, are determined to retain at least part of the token 
relief provided at present. 

Expense account rules probably will be tightened up, but not to the extent 
the President asked for. 


Proponents of increased taxation of mutual thrift institutions take heart 
from this paragraph in the President’s tax message: 

“*Some of the most important types of private savings and lending institutions 
in the country are accorded tax deductible reserve provisions which substantially | 
reduce or eliminate their Federal income tax liability. These provisions should be 
reviewed with the aim of assuring non—discriminatory treatment.’’ 

However, even though the President called for a review of the subject, 
Congress is likely to be some time in acting. 


Conflicting Federal jurisdictions over bank mergers, supposedly settled by 
Congress last year, are thoroughly unsettled again as the result of antitrust 
actions recently initiated by the Justice Department against two proposed mergers. 

Justice clearly wants the final say-so over such mergers, even though it was 
relegated to an advisory role in the new bank merger law enacted a year ago. 
Treasury Secretary Dillon reportedly has agreed to go along with Attorney General 
Kennedy for the time being at least. 

Meanwhile, Rep. Patman (D., Tex.) has introduced a joint resolution calling 
for a moratorium on bank consolidations until 1965. While it is unlikely that this 
resolution will be passed, it may take months to complete adjudication of the 
pending antitrust suits and clarification of the situation. 


The ''truth-in—lending'' bill has been reintroduced by Senator Douglas (D., 
Ill.). The bill would require that consumer finance charges be expressed in terms 
of both the full dollar amount and simple annual interest. It is the latter feature 
that many lenders object to (BANKERS MONTHLY MAGAZINE, April 15). 
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WE COLLECT AND PAY 
THE DOCTOR'S BILLS 


By providing the doctors of 
its trade area with this unique 
service, the author’s bank has 
transferred from the doctor’s 
office to its own a chore which 
it is far better equipped to 
handle, with substantial bene- 
fits to all concerned. 


By ALLEN B. SIKES, JR. 


Vice President, The First National Bank 
& Trust Co., Kalamazoo, Mich. 


N THE BATTLE for business in which 
commercial banks are presently 
engaged with sundry other types 

of lending and savings institutions, 
one all-important consideration favor- 
ing the use of the facilities offered by 
the former is the broader scope of 
their services. This is just another way 
of saying that the popularity of com- 
mercial banks is directly proportionate 
to the extent to which they meet the 
financial needs of their respective 
communities, and competitive pres- 
sures are impelling them as never be- 
fore to demonstrate their ability to do 
just that. 


Many banks are being driven to ex- 
pand the number and scope of their 
functions by yet another factor: a 
heavy investment in electronic ac- 
counting equipment, the return on 
which is directly related to the use 
that is made of it. Having purchased 
and installed such equipment, the 
bank is faced with the necessity of 
spreading the attendant charges for 
depreciation and other items of fixed 
overhead over the widest possible 
range of services, to the end that the 
cost per unit of service performed 
may be held at a level that will assure 
a maximum profit. 


Added to these considerations is the 
fact that the stepped-up tempo of 
economic activity in general has 
caused ever rising demands for fi- 
nancial services of every kind, and 
banks must meet these demands or 
forgo for an indefinite period whatever 
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opportunities for profit they may 
present. 


A Diligent Search 

The First National Bank of Kala- 
mazoo has been weighing these factors 
down through the years, and it has 
been an integral part of its program 
from one year to the next to make a 
diligent search for the added services 
that seemed to offer the greatest 
promise of increasing its usefulness to 
the citizenry and to the industrial and 
professional interests of its trade area. 
As the implementation of this program 
has progressed we have announced a 
succession of new services, among the 
more recent of which are charge- 
account and in-plant banking. 


Most recent of all is our Manage- 
ment Service Center, which was estab- 
lished early in 1960. It was the out- 
growth of many years of close contact 
with members of the medical profes- 
sion in our area, in the course of which 
we had observed the steadily mount- 
ing demands which were being made 
on the physician’s time by the ever 
increasing complexities of the present 
day practice of medicine. 

It was clear to us that far too much 
of the time of the doctor and his staff 





ALLEN B. SIKES, JR. 
A succession of new services. 


was taken up by the chore of collect- 
ing, recording, and banking fees for 
services rendered. Medical journals 
were reporting a growing trend toward 
the use by physicians of specialized 
bookkeeping services which were de- 
signed to relieve them of responsibility 
for this vital but time consuming 
function without in any way altering 
the doctor-patient relationship. 

Some of the benefits of such services, 
as reported by the AMA News, pub- 
lished by The American Medical As- 
sociation, are: 


@ A marked reduction in outstanding 
bills, a better collection ratio, and 
increased cash recovery; 

® Continuity in bookkeeping, regard- 
less of personnel turnover, vacation 
schedules, peak loads, emergencies, 
growth of practice; 


@ Time saved—the doctor does not 
have to train new girls and supervise 
bookkeeping; 


@ Advice and consultation. 


A One Year Test 

A one-year pilot operation, con- 
ducted in cooperation with Dr. Larry 
Banner, then president-elect of the 
Kalamazoo Academy of Medicine, 
thoroughly confirmed all of these 
claims, and more. It also served both 
as a test of the practicability of the 
plan, and as a means of eliminating 
such “‘bugs”’ as it was found to contain, 
with the result that the details as they 
were finally developed were carefully 
tailored to the needs of everyone con- 
cerned. 


The basic service rendered by the 
center is that of handling all details in- 
cident to the collection of amounts 
due from patients. Optional additional 
services would transfer to the center 
to whatever extent might be deemed 
desirable the task of following up the 
physician’s delinquent accounts, and 
that of paying his bills. 

The information required for the 
preparation of monthly statements is 
supplied on an activity sheet which is 
mailed daily to the center by the 
doctor’s office. Upon receipt of each 
day’s sheets, the information they 
contain is punched into IBM cards on 
which the patients are identified by 
account number. At the close of the 
doctor’s monthly billing cycle, item- 
ized statements are prepared and 
mailed to each of his patients, along 
with an envelope addressed to him at 
the center’s post office box number. 


We also prepare each*month for 
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the doctor’s information an analysis 
of his accounts receivable. This is an 
alphabetical listing of all patients 
showing the beginning balance, cur- 
rent charges and credits, and final 
balance, along with a breakdown of 
the latter into five age categories, 
ranging from 30 to 60 days to 150 days 
and over. 

The follow-up of delinquent ac- 
counts, which comprises the second 
service offered by the center, is con- 
ducted by means of a series of remind- 
er notices. The accounts are reviewed 
with the doctor each month, and he 
indicates to us those which he feels 
require special attention. The required 
notices are then prepared automatical- 
ly, and are so worded as to encourage 
the patient to call our office and ar- 
range to make monthly or weekly 
payments on the balance due. 


The Doctor Controls 

The extent to which the doctor uses 
the follow-up service, if at all,is en- 
tirely within his control. We send no 
notices unless we are directed to do 
so, and will discontinue sending them 
at his direction. If, following the final 
notice, we have received no response 
from the patient, the doctor indicates 
to us whether the account should be 
turned over to a collection agency or 
handled in some other way. 


A third phase of the center’s activ- 
ities consists in the payment of such 
of the doctor’s bills as he approves and 
refers to us for that purpose. These 
bills are paid by check drawn on the 
respective accounts of our doctor 
clients. 


At the end of each month we pro- 
vide the doctor with a statement of 





Nurse Emily White records the day’s activities. 


income and expense. The charge for 
the billing service ranges from 35c 
per statement for the first 200, to 25c 
for any number larger than 1,000. If 
all three phases of the service are used, 
charges for reminder notices and 
checks issued are made at the same 
rate. 

In addition to all of the foregoing, 
we offer to supply those using the 
center any desired credit information 
regarding their patients. This entails 
little added effort on our part, since 
our credit files are as complete and ac- 
curate as it is possible to make them, 
and we have developed ready access 
to any information that is not already 
in our possession. 


Still another benefit that flows to 





First National’s Bachelder reviews accounts 
with Doctors Larry Banner and Fred Ryan. 
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the clientele of our management ser- 
vice center arises out of what we call 
third party protection. The interven- 
tion of the center puts the doctor- 
patient credit relationship on the same 
businesslike basis that characterizes 
banking transactions in general. The 
doctor, by general consent, is at a re- 
lative disadvantage in the matter of 
credit relations. Unlike business and 
service institutions in general, he is 
unable, as a general proposition, to 
shut off his services as a means of en- 
forcing collection; and he is compelled 
at best, in obedience to the dictates of 
his conscience and the standards of 
his profession, to render many a ser- 
vice without hope of compensation. 


The intervention of the center, 
moreover, leaves the doctor free to 
deal with his patients as such, and 
quite without regard for their status 
as financial risks. Since the latter, on 
the whole, will take increased pains 
to keep their accounts in current con- 
dition, there will be correspondingly 
less occasion for embarrassment all 
around. His office assistants will be re- 
lieved of much time-consuming detail, 
and thereby enabled to devote them- 
selves more exclusively to work that is 
directly related to the patient’s phy- 
sical rather than his financial con- 
dition. 

The use of the center provides the 
physician with a large measure of pro- 
tection against embezzlement. Be- 
cause his patients regularly receive a 
monthly recapitulation of all trans- 
actions, any leakage of funds that 
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The B 270 Electronic Data Processing System for item processing. 


Designed for automated ! 
proof and transit t 
The new Burroughs B 270 Electronic Data T 
Processing System gives you, for the first al 
time, equipment for banking’s biggest job— al 
complete item processing. It works at ultra- it 
high speeds, provides you with many un- e 
precedented advantages. For example: hi 
IMPROVED CORRESPONDENT SERVICE ta 

through faster and more direct sendings 
: , B 

(under high speed automatic routing). 
LOWER ITEM DISTRIBUTION COSTS through . 
reductions in the cost of equipment, personnel : 
and space, e FASTER AND MORE AUTO. A 
MATIC ITEM PROCESSING through reduced " 
manual handlings and through automatic he 
routing decisions. e MORE EFFECTIVE at 
UTILIZATION OF “PROOF” PERSONNEL de 
through dramatically simplified procedures th 
with sharply reduced personnel training tn 
periods. e IMPROVED BOOKKEEPING CON- it 
TROL regardless of your present system tk 

through positive “on us’ distribution, listing 
and accumulation prior to release from . 
“Proof” to “Bookkeeping.” ite 
SYSTEM CHARACTERISTICS: 5 
Solid-state central processor with magnetic 0 

core memory. 

The fastest sorting—up to 1,560 items a Th 
minute. an 
12-tape listing—up to 1,600 lines per minute. yo 
Punched card reading—200 cards per minute. shi 
Magnetic tape for data conversion—41,500 ne 


characters per second transfer rate. Co 
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TWO ELECTRONIC SYSTEMS TO ASSURE SUCCESS! 


Designed for data 
processing input 

The same new Burroughs B 270 with the 
addition of magnetic tape equipment provides 
an efficient communications link between the 
item processing system and the account proc- 
essing system. Its conversion speeds are the 
highest in the industry. And it delivers impor- 
tant benefits. For instance: MAXIMUM 
BENEFITS FROM MICR PROGRAM through 
application of electronics to both incoming 
and outgoing item processing. e EFFICIENT 
ASSIGNMENT OF MANPOWER AND EQUIP- 
MENT through concentration of all item 
handlings in the items department—and 
account handlings in the data processing 
department. e THOROUGH AUDIT CONTROL 
through automatic establishment of complete, 
informative audit trails for all categories of 
items. e MINIMUM SETTLEMENT COSTS 
through a one-handling screening, distrib- 
uting, controlling, listing and converting of 
items for “clean” computer input. 


ert 


The B 270 Electronic Data Processing System for item processing and data conversion. 


Burroughs—TM 


Designed to fit your 


operations precisely > Burroughs 


The B 270 has the inherent flexibility to meet we 

any special conditions of your operation, as C s 

your Burroughs representative will gladly orporation 
show you in any detail you want. Call our 


nearby branch now. Or write Burroughs “NEW DIMENSIONS /| in electronics and data processing systems” 
Corporation, Detroit 32, Michigan. 
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might occur would immediately be 
brought to light; so there is little like- 
lihood that anything of the kind will 
be attempted. 


Takes All Phone Calls 


The center’s special telephone num- 
ber appears on each of the monthly 
statements, and patients are asked to 
call that number regarding any ques- 
tions that may arise in connection 
with their accounts, thereby further 
relieving the doctor and his staff of an 
unpleasant chore. Because of our 
greater familiarity with figures, more- 
over, and the superiority of the equip- 
ment which we employ in dealing 
with them, patients will inevitably 
have far less occasion to raise such 
questions than might otherwise be the 
case. 

The accounts receivable analysis 
provides the doctor with an invaluable 
record. It not only tells him at a glance 
the situation with reference to indi- 
vidual accounts, but it gives him an 
accurate picture of the condition of 


his accounts as a whole. 


The center offers as a part of this 
service, the privilege of consultation 
with the bank’s officers and other 
personnel. While this invitation has 
been extended in one way or another 
to all customers of the bank, there is 
the difference in the present instance 
that such consultations will be exten- 
sively used as a matter of course. 
They are built in and will be brought 
into play more or less automatically; 
and we anticipate that they will be 
productive of a lot of good results, both 
in the form of sound decisions on the 
part of the customer and added busi- 
ness for ourselves. 


Many Collateral Benefits 


We have found, in fact, that each 
of the many services we have pre- 
viously offered the public have 
brought us substantial collateral bene- 
fits in addition to the revenues pro- 
duced directly. In 1952, for example, 
we entered the field of charge-account 
banking with a clientele of 20 stores 


and 10,000 charge-account customers. 
Today this service extends to over 500 
merchant members and 38,000 custo- 
mers. It has brought the accounts of 
many retail businesses to our bank, 
along with those of many of their 
customers. 

Our 3 per cent Savings Receipts, 
introduced in 1956, have served to 
attract a group of depositors that we 
could not have reached in any other 
way. 

Deposi-Line, which came along in 
1958, was an adaptation of the check 
credit plan. It differed from the custo- 
mary pattern in that the lines of 
credit extended were negotiated on a 
personal basis with our own estab- 
lished customers, and many executives 
and professional men were quick to 
avail themselves of the advantages 
afforded by this new method of bor- 
rowing. 

In 1959 we adopted a plan of in- 
plant banking which we _ called 
“Money Saver Loan and Savings.” 
This again had the effect of broaden- 
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‘ane Name —| siete jaa Current “hae Days 
90050 |ANNADAMS ~=~| «1.0 | #«»|  &2«| 000 | #&4x| «| wo), | | — 
"00100 (BOB BUTTERFIELD ~ | 40.00 | 40.00 
00115 |CURT CAMEL 112.00 5.00 | 100.00 | 17.00 5.00 | 12.00 
~~ 00150 DAN DUNN 7.00 "7.00 | 7.00 Se eae. awe ee 
"00200 | EVE EVERS 9.00 9.00 
00250 |FAY FUTURE | 150.00 "150.00 | 150.00 
emo cuumneune | me| | | wseo| | | so; | | 
00350 HERMAN HEDMAN | 1.00 1.00 7 
00450 IRVIN IVES ‘ ~ 10.00 10.00 
00500 JILL JENKS 9.00 -—t ee eer ae P| ee 
00550 |KORNKERNEL 67.00 | 125.00 | 192.00 | 125.00 | | 67.00 
00600 LARRYLANDS | 125.00 | | Let «ko 
~~ 00650 |MIKE MINNER 141.90 ee ae ee.) Ue 
00750 |NANCYNEWMAN ~—*|_—s'15«.00 | | 15.00 | > a 
00850 |OPELOVEN = ail! 361.00 | 361.00 
“90900 | PETER PAN 363.00 | ~ 363.00 | oe Poe 
~~ 00950 [QUINN QUAKER ‘| -125.00 | 5.00 | 30.00 | 100.00 | 5.00 | 95.00 | 
~~ 01050 |ROBERT ROBERTSON — — {ie at Fo. 
~ 01100 |SCOTT SAMPLE 40.00 20.00 | 20.00 | ~~ 20.00 
"01200 |THOMAS TELLER ~~ | 47,00 | 19.00 | 17.00 | 19.00 | 19.00 
01250 |USEFUL USER i “21.00 | 1 =" aes 
~~ 01300 VERN VINE 12.00 12.00 ica 
~ 01400 (WILLIAM WILSON 6.00 | 7 6.00 2 
Ae. ce 51.00 | 51.00 | 51.00 
~~ 01500 YOKE YORK ~~ 6.00 A hee oo i 
01650 ZEROZEBRA 12.00 : 12.00 
a ~ «4749.90 326.00 + +—237.00 1838.90 311.00 609.90 324.00 


376.00 12.00 206.00 


Monthly analysis reveals condition of accounts, both individually and as a whole. 
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Hammermill 
Sentry Safety 
ouards your 
checks on the 
front and back! 





New Hammermill Sentry Safety 
shouts “STOP” the moment com- 
mercial ink eradicator is applied 
over ink writing. The surface design 
vanishes, a rash of warning words 
pops out, and the check-raising 
culprit gives up in despair. 

You get this instant protection on 
both sides of the check. Hammermil| 
Sentry Safety guards endorsers, too. 
A smooth, level surface assures you 
accurate reproduction of type E-13B 
magnetic coding symbols. Ask your 
bank stationer for free samples— 
in seven colors and white—and 
for more information. Or write to 
Hammermill Paper Co., 1505 East 
Lake Road, Erie 6, Pennsylvania. 


HAMMERMILL 
SENTRY 
SAFETY 


THE PAPER YOU 
CAN BANK ON 


41 





ing our contacts by bringing us into 
close touch with the ‘‘man on the 
line”’ in fifty manufacturing, retailing, 
and service companies in our area. All 
loan payments and deposits incident 
to the operation of this plan are made 
by payroll deduction. 


Needless to say, our Management 
Service Center will provide revenues 
that are commensurate with the 
services rendered; and it has brought 
to us enlarged opportunities to do 
more of the things that banks are 
best qualified to do. It is our hope 
and definite expectation that it will 
point the way to even greater op- 
portunities extending in that direction 
in the years that lie ahead. 


AGRICULTURE 
(Continued from page 18) 


opportunities are available elsewhere 
to take advantage of them, and that 
will assist them in doing so. It is 
especially worth noting that the aim 
of such a program would be to shift 
resource use, and not arbitrarily to 
hold out of use some of our capacity 
to produce on the farm. 


Will there be opposition? Most cer- 
tainly! Under a voluntary program in 
which the decision to come in or stay 
out is left to the farmer, there should 
be much resistance from farmers. It 
may be expected, however, that local 
interests which are fearful of the im- 
pact of curtailed production on their 
business opportunities will feel dif- 
ferently about it. But how many of 
them are prepared to demand that 
the government maintain the status 
quo for their benefit at heavy ex- 
pense to the taxpayers? 


Attitudes Will Change 


It must be recognized by all in- 
terests that whether the program 
finally adopted takes the form of 
rigid controls or selective use of our 
productive resources, there will be 
costs and sacrifices that must be borne 
by someone. Congress may be expected 
to move slowly in granting to a 
governmental agency the discretionary 
authority required to administer ef- 
fectively a selective program; but as 
the public arrives at a fuller under- 
standing of the problem as one that 
calls for real adjustments, the at- 
titudes of our lawmakers will be sure 
to undergo a change. 


This is not to suggest that we should 
have an expended and glorified soil 
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bank. There are some basic differences 
between the two types of adjustment 
measures. The soil bank to date has 
tended to measure accomplishments 
in terms of acreage withdrawn from 
production rather than its success in 
actually achieving production adjust- 
ment. It has not been selective. Its 
effect, on the contrary, has tended 
toward adverse selection, since it has 
held the greater attraction for areas 
and lands of lower productivity. The 
28 million soil-bank acres which are 
spread over much of the nation would, 
of course, serve their purpose much 
more effectively if they were con- 
centrated in the crops and areas most 
in need of adjustment. Much of the 
program involves temporary with- 
holding from use instead of longer- 
run adjustment; and as present con- 
tracts expire, some of the land in- 
volved will return to active produc- 
tion of added surpluses. 


Politicians and others yield to a 
temptation to become emotional over 
the idea of ‘‘preserving the family 
farm.”’ This may mislead some of the 
public into thinking that the family 
farm is disappearing. It is not. Farms 
are being consolidated into larger and 
fewer units as a means of adapting 
them to modern mechanization and 
technology; but these larger units 
continue to be operated by individuals 
who are less dependent on hired labor 
than were the farmers of an earlier 
day. 

In the light of this changed situa- 
tion, the public interest will be best 
served by farms of economic size, and 
farmers should be encouraged to make 
the necessary adjustments rather than 
continue to struggle with an outmoded 
operation. Migration from farm areas 
will continue, and this is especially 
true with reference to younger people 
reaching maturity. This points to the 
need for more attention to the educa- 
tion and training of the latter for a 
career in some nonfarm occupation. 


Should Scrutinize Exports 

The public, furthermore, will do 
well to subject some of our farm ex- 
port activities to careful scrutiny. 
Washington continues to “point with 
pride” to our large volume of exports. 
It soft-pedals the fact that govern- 
ment has a hefty finger in a large 
share of our farm exports. Only about 
40 per cent of these exports are com- 
mercial sales for dollars with little or 
no direct government participation. 
Another 30 per cent, often lumped in 


with the dollar exports, are heavily 
dependent on subsidies from the 
Treasury. Wheat and cotton are out- 
standing examples. 


Still another 30 per cent is made up 
of donations and exchanges for in- 
convertible foreign currencies under 
P. L. 480 and other authorizations. 
“Food for peace’? implies an aim of 
the highest order; but we should as- 
sure ourselves that use of this term is 
restricted to activities which actually 
serve the cause of peace, and that it 
does not become a mere guise for 
surplus disposal. The two are not the 
same. Our basic problem, moreover, 
is that of excessive production. Sur- 
plus disposal, however it may be 
achieved, deals only with effects and 
leaves the primary cause of our diffi- 
culty undisturbed. 


Since the farm problem is too much 
a matter of public concern ever to be 
taken out of politics, the public has 
an important part to play in finding 
the right solutions. This does not 
mean, however, that the issues in- 
volved should be treated as political 
footballs. Pressure should be brought 
to bear on Washington with a view to 
to causing those enacting and admin- 
istering our laws to concentrate their 
endeavors on bringing about a con- 
dition of equilibrium between supply 
and demand all the way up and down 
the line. This can best be accomplished 
by helping farmers make and execute 
their own decisions, rather than by 
transferring that function to Wash- 
ington. 


TRANSIT STORY 
(Continued from page 32) 


Reserve balances were diverted from 
their natural channels and, in many 
instances, away from the stronger 
banks. Amounts due from reserve 
agents, which were counted upon as 
reserves and intended to be imme- 
diately available as cash, consisted 
largely of items in transit. It naturally 
followed that there might readily 
develop in the event of any emergency 
a situation in which the whole bank- 
ing system would stand in danger of 
toppling like a closely spaced row of 
dominos. 


New York CH Discriminates 

The practice of absorbing exchange 
charges gave rise to different reactions 
throughout the country. The New 
York clearinghouse adopted a repres- 
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sive exchange schedule which was 
designed not only to discriminate 
against the transit item, but, in effect, 
to prohibit its circulation throughout 
the East. It divided the United States 
into two sections, and established 
charges of $1 and $2.50 per thousand 
on items originating, respectively, in 
the nearer and remote sections. The 
New York banks held that since the 
transit item did not represent face 
value, it had no right to circulate out- 
side of its own town without penalty. 


The Philadelphia banks, on the 
other hand, seized this opportunity to 
secure Eastern balances. Since they 
offered to collect all items originating 
in the East at par, many balances 
were shifted from New York to Phila- 
delphia. Boston, too, attempted to 
lure Eastern balances from New York, 
and offered to collect at par all items 
which were sent to them for collection. 
This offer by the Boston banks was 
an attractive one, since in 1901 ap- 
proximately 97 per cent of all transit 
items in New England were collected 
at par. Due, therefore, to the pro- 
gressive policies adopted by both the 
Boston and Philadelphia banks, the 
transit item continued to flourish and 
steadily acquired increasing impor- 
tance. 


The remaining reserve cities and 
collecting centers also adopted clear- 
inghouse rules governing the handling 
of transit items. Some were measures 
of retaliation directed against Eastern 
banks. For example, exchange might 
be levied only on items bearing East- 
ern endorsements. Charges in other 
instances were more inclusive and 
were made on all items received from 
non-local banks. 


In effect, a tariff wall was built 
around each territory, and in most 
instances it proved to be a formidable 
structure. Many clearinghouses levied 
charges which ran as high as $1.50 per 
thousand—a rate which greatly ex- 
ceeded the cost of shipping currency. 
Only Western banks could justify 
these charges since, with little but 
gold to ship, they were obliged to in- 
cur heavy express costs. 


Who Should Pay? 

Justification for the exchange charge 
has often been brought into question, 
and the issue has been debated hard 
and long down through the years. 
“Who,” it is asked, “should in all 
fairness pay the charge?’ And the 
payee’s banker is quick to reply, “It 
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most certainly should not be the 
bank in which the item was deposited, 
since it derived absolutely no benefit 
from the transaction in which the 
check figured.”’ The payee is just as 
emphatic in his assertion that the full 
discharge of the drawer’s obligation 
to him requires payment of the entire 
amount of the check. Both would 
argue that the drawer of the check is 
the beneficiary df the services rend- 
ered, and that he should properly pay 
any charge that is made for it. The 
drawee non-par bank, on the other 
hand, holds that its reserve balances 
are part of its stock in trade, and that 
it has a perfect right to exchange them 
for personal checks sent it for pay- 
ment on its own terms. The non-par 
bank also strongly insists that the 
exchange charge is a source of revenue 
that is absolutely necessary to its 
profitable operation, and, in some in- 
stances, to its survival. 


The period following the establish- 
ment of the Federal Reserve System 
witnessed at least a partial resolution 
of the routing and exchange problems 
that plagued bankers through the 
years marking the turn of the century. 
A check collection provision (Sections 
13 and 16) became a part of the Fede- 
ral Reserve Act in 1915, and efforts 
were soon directed toward perfecting 
the wording and interpretation of 
these ambiguously worded sections. 
Actually, though many of the ills of 
the check collection system were 
gradually cured, the use of the check 
clearing facilities of the ‘Fed’ gave 
rise to ardent controversy centering 
on the issue of par versus non-par 
clearance which continues to this day. 


Acceptance of the ‘‘Fed”’ as a col- 
lection agency for transit checks slowly 
evolved in a series of steps. First there 
was a period of participation on a 
voluntary basis. Throughout the year 
beginning in mid-1915, member banks 
were free to affiliate with the new 
system, but the response was dis- 
appointing. The year 1916 saw the 
enactment of a law providing for com- 
pulsory participation by member 
banks. This left over half of some 
20,000 state banks outside the system, 
though they, too, were permitted and 
encouraged to use its check collection 
facilities, provided only that they re- 
mit at par. 


The controversy continued, and 
from time to time it generated a con- 
dition of open hostility. There has 
nevertheless been a gradual but steady 


reduction in the number of non-par 
banks down through the years, and 
the count on December 31, 1960 stood 
at 1,672** some 121% per cent of the 
nation’s approximately 13,400 com- 
mercial banks. 


A Dual Transit System 

But even that number constitutes a 
problem of some magnitude for the 
transit departments of the natioh’s 
banks. The latter must maintain a 
dual transit system in order to accom- 
modate the large number of non-par 
items they are still obliged to handle 
as direct sendings. Perhaps one per 
cent of the checks handled through 
our bank are drawn on non-par banks, 
but nearly ten times that percentage 
of total transit expense can be at- 
tributed to the special handling made 
necessary by the existence of non-par 
items. 


Unquestionably, the remaining non- 
par banks, by aggressively promoting 
their lending and other revenue pro- 
ducing activities and making adequate 
charges for all services rendered to 
their customers, should be enabled to 
relinquish their legal right to charge 
exchange, and to join the vast major- 
ity of banks that have taken their 
place in the par column. It is interest- 
ing to note in this connection that, 
at the close of 1960, 34 of our states 
had no non-par banks; that there were 
two with only one each, and another 
with three.** 


The Federal Reserve System has 
provided a mechanism by means of 
which all banks could, if unanimous 
agreement could be reached, partici- 
pate in an arrangement looking toward 
the mutual accommodation of each. 
Under a system of universal par clear- 
ance, each of the nation’s banks would 
be returning to the whole community 
of banks, precisely the services that 
banks across the country are perform- 
ing for it, and on the same terms. In 
this day of high costs, high turnover, 
and personnel shortages, it is to be 
hoped that progress in that general 
direction may be more rapid than it 
has been in the past couple of decades. 


It is inevitably to be supposed that 
if the shoe were on the other foot, 
one’s view of the desirability of uni- 
versal par clearance might differ con- 
siderably from that here expressed, 
although the record is clear that it has 
the support of a vast preponderance 
of banker opinion. 


**Federal Reserve Bulletin for February , 1961. 
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CURRENT COMMENT 


Still Free 


William McC. Martin, Jr., Chair- 
man of the Federal Reserve Board, 
before the Association of Reserve City 
Bankers: 


WOULD HOPE that it would be 
clear to everyone by now that 
we have never intended to try 

to establish an arbitrary rate level 

. . What we have been trying to 

do is to operate over a wider range 
in the execution of our (open mar- 
ket) transactions, and thus to 
register more speedily in the various 
maturity sectors of the market 
whatever direct impact our trans- 
actions can make. But our oper- 
ations have been within the frame- 
work of a free market. We have re- 
spected the freedom of investors 
to decide what they wish to do, 
and the necessity that the market 
remain basically free to reflect the 
underlying forces of general supply 
and demand that mainly shape 
both the trend of interest rates 
and the flow of funds. 


The Only Answer 


Dale E. Sharp, president of Morgan 
Guaranty Trust Co. of New York, 
before the Louisiana Bankers Asso- 
ciation: 

HOSE of us who have watched 
our demand deposits steadily 
draining away, for investment 

in what has come to be known as 
the second banking system, have 
wondered how we could acquire the 
increased resources that we should 
most certainly need to meet the 
increased loan demands of the 
future. And the only ready answer 
was, “‘We shall have to buy them.” 
And we shall have to be able to 
pay enough for them to attract 
what we need in competition with 
other short-term investments, prin- 
cipally, of course, Treasury bills. 
In consequence, in order for this to 
be a reliable source of funds, there 
will have to be a lifting or a re- 
vision of the ceiling now provided 
under Regulation Q as it relates to 
certificates of deposit, both do- 
mestic and foreign . . . Lifting the 
ceiling for deposits of foreign gov- 
ernments, monetary agencies and 
central banks is not enough. We 
must be able to tap the huge reser- 


voir of short-term corporate funds 
outside the banking system (most 
of which were once demand de- 
posits). 


Enough Is Enough 
The Value Line Investment Survey: 


EGULATION of banking is both 
necessary and desirable. But 
there is such a thing as exces- 

sive regulation, which only creates 
confusion between overlapping re- 
gulatory agencies and stifles growth. 
(Note, for example, the plight of 
the railroads.) To our minds, the 
banks are already subject to enough 
control and supervision to protect 
the public interest. Congress, by 
pointedly not granting control over 
bank mergers to the Justice Depart- 
ment when the Federal Deposit 
Insurance Act was amended last 
year, seems to share this view. 


Value & Growth 


William B. Eagleson, Jr., senior 
investment officer of Girard Trust 
Corn Exchange Bank, before the 
Pennsylvania Bankers Association 
Trust Conference: 


S A GENERAL PROPOSITION, if 
stocks are purchased for 
growth at price-earnings ra- 

tios which are high by any historical 
standards, the investor is in effect 
denying to himself the principal 
avenue to success, namely, an ex- 
pansion of the price-earnings ratio 
; . How then is growth to be 
achieved if not through the pur- 
chase of growth stocks? . . . One 
way is to search out and buy issues 
of small companies which will be 
the growth stocks of tomorrow 
before they are recognized as such 
by the market. I know from my 
own experience that this is both 
difficult and possible to do . ‘ 
The other way . . . is simply the 
purchase of value even though this 
frequently means investing in com- 
panies or industries which are at 
the moment out of market favor . I 
believe firmly that this avenue to 
growth has not only a logical 
foundation, but also ‘the likelihood 
of success with relatively limited 
risk and the prospect of a reason- 
able yield on the funds so em- 
ployed. Beyond this, it offers the 


investment officer an opportunity 
for the exercise of his talents which 
is more stimulating, at least to me, 
than a policy of merely following 
the crowd. 


Withholding Woe 


M. Monroe Kimbrel, chairman of the 
Federal Legislative Committee of the 
American Bankers Association: 


@ Every effort is being made . 
by banking representatives who 
have expert knowledge of the 
operating problems that withhold- 
ing would create in the savings de- 
partments, stock transfer depart- 
ments and trust departments of 
banks. . . to convince Mr. Surrey 
(Treasury tax planner) that it is 
virtually impossible to develop a 
workable withholding system which 
would not be unduly burdensome 
to banks and other interest and 
dividend payors on the one hand 
or to widows, minors, charitable, 
educational and other tax exempt 
organizations, and foreign govern- 
ments and nationals on the other 
hand. 


Edward P. Clark, president of the 
National Association of Mutual Sav- 
ings Banks: 


@ Withholding on interest paid by 
mutual savings banks will, we fear, 
make saving less attractive to the 
average American and will hamper 
savings institutions in their task of 
meeting the country’s urgent need 
for long-term capital. The disrupt- 
ing of saving and investment pat- 
terns which would result from with- 
holding may well have serious ef- 
fects on the economy. 


G. Keith Funston, president of the 
New York Stock Exchange: 


@ There is certainly no justification 
for installing a costly withholding 
system if the job can be done on a 
voluntary basis or by the Treasury 
Department’s auditing procedures. 
A withholding system would work 
a particular hardship on millions of 
low-income taxpayers who depend 
on dividend and interest income for 
their daily needs. It would also 
saddle industry and the Internal 
Revenue Service with heavy ad- 
ministrative burdens. 
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What comes out of a pencil depends on the 
man who’s holding it. 

When it’s in the hand of the man from 
Chemical New York, it writes financial 
plans for your customers with a double 
point of view. 

It writes with a local flavor because the 
man at the thinking end has the hometown 
touch. He travels in particular regions of 
the country, and gets to know their prob- 
lems, trends and industries firsthand. 


Chemical Bank. 
New York Trust Company 





lans with a double point of view 


And it writes with the know-how and 
financial experience that can come only 
from a banker based in New York, the 
financial capital of the world. 

Why not take advantage of this unique 
combination of local knowledge and metro- 
politan experience? Call ‘The New York 
Banker with the hometown touch,” and 
start his pencil working for you. Chemical 
Bank New York Trust Company, New 
York 15. Member Federal Deposit Insurance Corporation 
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Common Stock Analysis 


R. J. REYNOLDS TOBACCO CO. 


Over the last five years, 
Reynolds—biggest of the to- 
bacco companies — has _in- 
creased per share earnings at 
an annual compounded rate of 
15%. A 10% growth rate seems 
a realistic projection for the 
future and could be exceeded 
in the event of a new brand in- 
troduction or an acquisition 
outside the tobacco industry. 


At around 114, the stock is 
selling for about 20 times esti- 
mated 1961 earnings, a valu- 
ation that appears reasonable 
in view of the company’s 
growth picture and the defen- 
sive nature of the industry. 


By CRAIG LEWIS 


HE MODERN HISTORY of Reynolds 
Tobacco began in 1913 with the 
introduction of the company’s 

first cigarette brand, the Camel. This 
followed by two years the dissolution 
of the American Tobacco Trust which 
had controlled Reynolds from 1899 
until 1911. The Camel was the first 
of the “‘new” type cigarettes in that 
it was primarily made from burley 
leaf with a minor amount of Turkish 
tobacco. In ensuing years Camel has 
retained its .early popularity, being 
the largest selling brand in 30 out of 
the past 40 years. 

Until the mid-1950s Reynolds for- 
tunes were almost entirely dependent 
upon the success of this single brand, 
but this situation has been altered by 
the recent popularity of king size 
and filter cigarettes. While Camel 
accounted for over 90% of company 
sales during the early postwar period, 
it now represents less than 50%. 


Back On Top. Reynolds is current- 
ly the largest tobacco company, a 
position it regained in 1958 after 
having been in second place since 
1940. Total sales in 1960 were $1.4 
billion, a 10% increase over 1959, 
and net per share rose to $5.21 from 
$4.45 in the previous year. Com- 
pany pretax profit margins, the in- 
dustry’s highest, have widened in 
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recent years, and earnings per share 
doubled over the last five years. 

Reynolds’ product line includes 
four cigarette brands, six smoking 
tobaccos and four brands of chewing 
tobacco. In addition the company is 
in the aluminum foil business through 
its Archer Division, and recently 
purchased 51% of the common stock 
of Haus Neuerberg, K. G., the third 
ranking German cigarette manufac- 
turer. Exports constitute a minor 
amount of Reynolds’ sales volume. 
It is estimated that cigarettes ac- 
count for approximately 94% of 
total company sales. 


Selective Growth. The cigarette 
industry, with a 4.5% annual rate of 
sales increase in recent years, does 
not fit the current concept of a 
“growth” industry. Its nature is 
such, however, that it is possible for 
individual companies to greatly ex- 
ceed the norm, especially for limited 
periods. 

In general, the growth in domestic 
cigarette consumption has followed a 
steady and continuous pattern, in- 
terrupted only by years of very 


DOMESTIC CIGARETTE 
CONSUMPTION 


(Billions) 

1955 
1954 
1953 
1952 
1951 


475.5 


453.7 
436.4 
409.4 
393.2 





severe depression or, more recently, 
by health scares. The consumption 
figures for the decade of the 1950’s 
illustrate this trend. 


Here the effect of the 1953 cancer 





scare is evident, but it is just as plain 
that this influence was transitory. In 
1958 when the health issue again re- 
ceived more than normal publicity, 
there was no noticeable sales lag. It 
is believed that further effects of 
cancer publicity on smoking trends 
will be minimal, unless an actual 
cause-effect relationship is estab- 
lished. This appears unlikely, but if 
it should come about, the tobacco 
companies believe they could elimi- 
nate the harmful elements from the 
cigarette. 


Filter Fad. The cigarette consump- 
tion figures for the 1950s, which in- 
dicate a gradual annual growth in de- 
mand, do not reveal the revolutionary 
changes that have taken place in the 
industry during the past seven years. 
The most significant of these is the 
trend to filter cigarettes which began 
during 1953 when the health issue 
was prominent in the news. 


In 1951 there were 17 well known 
brands of cigarettes produced in the 
U. S., and ten of these were regular 
size. By 1959 there were 41 brands, of 
which six were regulars, ten were 
king size, and 25 were filter tip. Old 
brand loyalties were often forgotten, 
and some companies that had been 
lagging badly with their regular lines 
recaptured major positions by the in- 
troduction of popular filter brands. 
Thus, it became imperative to de- 
velop a fast selling filter name to 
maintain competitive position. 


The advent of the filter tip was, 
however, a boon to the industry from 
a cost standpoint and is largely re- 
sponsible for the widening of profit 
margins that has taken place for most 
companies since 1953. This is because 
filter cigarettes require 15% less to- 
bacco than regulars, and tobacco 
represents over 70% of production 


CIGARETTE PRODUCTION BY TYPE—% OF TOTAL 


1951 
Regular 87% 
King Size 12 27 
Filter Tip 1 3 


1953 


1955 1957, 19591960 
70% 53% 39% 30% 28% 
- an Bw 8 
a a 





100% 100% 100% 100% 100% 100% 
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cost. Further, filter brands are pre- 
mium priced. 

Efficiency Moves. There also have 
been new developments in the treat- 
ment and processing of tobacco. One 
of these, called green stemming, in- 
volves the removal of the stems and 
major veins of the leaf before storage, 
resulting in lower warehousing ex- 
pense. 

Another process, developed by 
Reynolds, makes use of the 20% of 
the tobacco leaf that was formerly 
discarded as waste. In this method, 
the stems and coarser parts of the 
leaf are chopped up and rolled into a 
thin mat which can then be cut and 
used with ordinary tobacco. It is 
called “‘reconstituted”’ tobacco. 


The industry has long been highly 
automated and new machines have 
further increased efficiency until it is 
estimated that labor costs represent 
less than 7% of manufacturing ex- 
pense. All of these favorable factors 
have been offset to some degree by 
heavier advertising costs attendant 
to the many new brand introductions, 
but in general the industry has shown 
a marked increase in profit margins 
during the past few years. 


Coming of Age. Now, a new in- 
fluence is beginning to affect cigarette 
sales. The segment of the population 
reaching smoking age is increasing 
rapidly, which was not the case dur- 
ing most of the 1950s. The often 
mentioned ‘‘population bulge’’ caused 
by the high World War II birth rate 
is now moving into the age group 
where most people begin to smoke. 

Additionally it seems reasonable to 
expect a continuation of the estab- 
lished trend to greater cigarette con- 
sumption per capita. These two fac- 
tors together should cause some 
acceleration in the growth rate of the 
tobacco industry. 


Three out of Four. In the changing 
patterns of the tobacco industry, 
Reynolds has demonstrated a re- 
markable ability to develop the lead- 
ing brand of nearly every major 
cigarette type. Camel is the leading 
regular size brand, Winston the top 
selling filter, and Salem the major 
menthol filter smoke. Only in the 
straight king size market, which is 
dominated by American Tobacco’s 
Pall Mall, has Reynolds failed to take 
charge. The company’s entry in king 
size cigarettes, Cavalier, has never 
been a successful brand and sales are 
now insignificant. © 
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PRODUCTION BY BRAND 
(Billions of Cigarettes) 
WINS- 
on 
52.4 
46.3 0.3 
42.1 0.7 
40.1 : 1.0 
34.0 2.0 


CAVA- 
LIER 


CAMEL 


66.8 
65.2 
63.5 
64.1 
69.5 
74.5 
81.3 


SALEM 


35.1 
28.2 


0.3 





Camel probably accounts for about 
40% of Reynolds’ total sales volume; 
Winston over 30%; and Salem a 
little over 20%. Salem is currently 
the fastest growing of the three 
brands. 


It is noteworthy that Camel sales, 
after hitting a low point in 1958, are 
again on the rise. It is the only 
regular size brand to reverse the 
downward drift this type cigarette 
has shown throughout the 1950s. The 
other point these figures emphasize 
is the striking success Reynolds has 
had with its introduction of the 
Winston and Salem brands. 


Added Ads. The company’s out- 
standing record is, of course, the re- 
sult of intensive, well conceived mer- 
chandising programs.: Reynolds’ ad- 
vertising expenditures are the biggest 
in the industry and its sales force is 
significantly larger than that of any 
competitor. In terms of ad expense 
per thousand cigarettes sold, how- 
ever, Reynolds is well below the in- 
dustry average. Also the fact that the 
company is actively promoting only 
three brands helps it get more mileage 
per advertising dollar. 


The success Reynolds has enjoyed 
with Winston and Salem indicates 
that if the company were to make a 
real effort in the straight king size 
market with a new brand, it probably 
would do very well. Cavalier, the 
present company king size cigarette, 
is not aggressively advertised and 
contributes almost nothing to profits. 


Other Products. The importance of 
smoking and chewing tobaccos to 
Reynolds is declining, both relative 
to cigarette sales and in actual dollar 
volume. The company’s top smoking 
tobaccos include Prince Albert, 
George Washington, and Carter Hall; 
the more important chewing tobaccos 
are Day’s Work and Brown’s Mule. 
Prince Albert and Day’s Work are 


the industry leaders in their respec- 
tive fields, but all smoking and chew- 
ing brands together account for only 
around 5% of Reynolds’ sales volume. 


The Archer Aluminum Division, 
which rolls and prints nearly all of 
Reynolds’ foil requirements, has been 
expanded and recently established 
itself as a sizable seller of foil to the 
outside market. While Archer is not 
now an important contributor to 
company earnings, management en- 
visions major growth for this division 
as the market for packaging foil ex- 
pands. Archer is Reynolds’ only non- 
tobacco activity at present, though 
the company is interested in diversi- 
fication as evidenced by the merger 
studies that were made with Warner- 
Lambert in the recent past. 


In 1960, Reynolds purchased a 
51% interest in Haus Neuerberg, K. 
G., a major West German tobacco 
company, for $10.2 million. Neuer- 
berg will continue to produce its own 
successful brands, rather than Rey- 
nolds’ U. S. brands, but the acquisi- 
tion gives Reynolds a foothold in the 
European Common Market area. 

$100 Million Program. Reynolds’ 
manufacturing facilities all are lo- 
cated in Winston-Salem, N. C., 
though warehouses and redrying and 
stemming plants are spread through- 
out the tobacco country. Since 1957, 
the company has been involved in an 
extensive modernization and expan- 
sion program costing over $100 mil- 
lion. The major project in this pro- 
gram is a new cigarette factory at 
Whitaker Park in Winston-Salem 
which will increase Reynolds’ cig- 
arette capacity by 33%. This plant is 
expected to begin operation in the 
second quarter of 1961 and will 
further improve company operating 
efficiency. 

Capital expenditures, which were 
$26.8 million in 1960, are expected to 
decline to $22.0 million this year. 
Depreciation charges were $10.1 mil- 
lion in 1960 and total cash flow, after 
dividends, amounted to some $66 
million. 


Financial Position. Finances are 
strong and financial policy is conser- 
vative. Long term debt has been re- 
duced from $110 million in 1956 to 
$86 million at year-end 1960. How- 
ever, short-term bank loans have 
risen as larger tobacco inventories 
have been financed in anticipation of 
rising cigarette sales. 


Tobacco must be aged about three 
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Coin Appraisals for Banks, Estates, Insurance Companies 
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building facade letters. The 
impressive creations of U.S. Bronze 
serve the country’s leading banks. 
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R. J. REYNOLDS TOBACCO CO. 


STATEMENT 
VALUE 


CAPITALIZATION 12/31/60 
smitt 
$86.0 

203 
100.0 
406.4 


$621 2 


Long-Term Debt. 
Preferred Stock 
Common Stock 
Surplus 


{ Debt and Preferred at par. 


Pretax Net 
Profit 

Saat 
15.6% 
15.4 
15.0 
13.2 
14.3 
14.0 
127 
Ss 


Sales 
Year ($Mill) 


1960 $1,418.3 
1959 1,286.9 
1958 1,146.6 
1957 = 1,053.3 
1956 957.4 
1955 866.4 
1954 814.3 
1953 876.1 


Income 
($Mill) 


$105.3* 
90.4 
78.3 
64.2 
61.9 
53.3 
44.8 
34.2 


MARKET 
VALUE ft 
2 = -. 
13.8% $86.0 44% 
47 29.5 1.5 
16.1 1,860.0 94.1 
65.4 


100.0% $1,975.5 100.0% 


Common (20 million shares) at 93. 


Per Share Data 
Net Div. 


$5.21** $2.40 
4.45 2.10 
3.80 1.85 
3.08 1.65 
2.96 1.55 
2.52 1.30 
1.20 


2.10 
1.56 1.00 


Price Range 


95-55 
65-45 
46-32 
33-26 
29-24 
28-20 
22-17 
25-18 


* Includes credit of $3.2 million from tax settlement. 
** Includes credit of $0.16 from tax settlement. 


years. Unlike its competitors, Rey- 
nolds uses LIFO inventory account- 
ing, so that in years of rising tobacco 
prices, like 1960, earnings are under- 
stated relative to those of other 
companies. 


At the end of 1960, current assets 
were $823 million and current liabil- 
ities $325 million, giving a net work- 
ing capital of $498 million and a cur- 
rent ratio of 2.5 to 1. Long-term debt 
of $86 million represented 14% of the 
capital structure, and $29.5 million 
par value of 3.60% preferred stock 
also preceded the 20 million com- 
mon shares. The common dividend 
rate has been raised each year since 
1954 and currently stands at $2.60. 


Summary & Conclusions. During 
the past five years Reynolds Tobacco 
has increased per share earnings at an 
annual compounded rate of 15%. 
During this time the company has 
established itself as the leader in three 
of the four major cigarette types, 
improved its competitive position 
relative to the other major tobacco 
companies, and widened its pretax 
margin. 

The outlook for the industry as a 
whole appears favorable as cigarette 
consumption continues to rise. How- 
ever, the trend to the more profitable 





filter brands is much more gradual 
now, so this will be less of a factor in 
future margin improvement. 


Intensive brand competition can 
be expected to continue and adver- 
tising expense will not decrease. 
Reynolds, however, has demonstrated 
the ability to succeed with new brand 
names, and the possible introduction 
of a king size cigarette to compete 
with Pall Mall could be a major plus 
factor in the company’s future out- 
look. 

The new Whitaker Park cigarette 
plant should have a beneficial effect 
on future profit margins, and Rey- 
nolds is expected to continue to 
operate more efficiently than _ its 
competitors. Annual growth may not 
equal the 15% of the past five years, 
but a 10% rate seems a reasonable 
projection and could be exceeded in 
the event of a new brand introduction 
or an acquisition outside the tobacco 
industry. 


Per share earnings for 1961 are 
estimated at $5.75. At a recent price 
of 114, the multiple is near 20 times. 
In view of the recent rate of earnings 
growth and the defensive nature of 
the industry, the stock appears rea- 
sonably priced for long-term invest- 
ment consideration. 
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FIRST NATIONAL CITY BANK 
TRAVELERS CHECKS 


Now, First National ISSUED IN % OF THE TIME! FNCB Travelers Checks are pre- 
City Bank gives you A great new time saver. Only 90 packaged in the 8 most popular 
t ' seconds against 6 minutes denominations where 80% of the 

a << a oe ° the old way! sales are made. Sets of 5 (in black) 
sell its world-known and 10 (in red) 10's, 20's, 50's & 
Travelers Checks. NEW, GREATER CONVENIENCE! 100's come in folding or secretarial 

‘ wallets in amounts ranging from 
Studies show that $50 to $1000. Put this FNCB service 
4 out of 5 sales can —which gives you 90% of the profit 


be made more quickly Q BUILDS PROFITS! —to work making money for your 


Eliminates check counting, number 
listing, charge figuring. Paper 
work cut to a minimum. 


and easily this new So quick and easy to sell there’s bank now. Write FNCB for full 
“ore-package d" way— less sales effort—more details today. Remember: the nicest 

chances for profit per transaction. things happen to people who sell 
and with the trend pre-packaged First National City 
growing stronger 


Bank Travelers Checks. 
every day, your bank 
stands to reap four 
sales pouch—thus attracting more cus- 


important major , a tnt 
tomers, creating more situations in which 
benefits with First checks may be sold. And with FNCB’s 
. . continuous advertising campaign behind 
National City Bank you, you're bound to sell more Travelers 
Travelers Checks. Checks the new Pre-Packaged way. 


FIRST NATIONAL CITY BANK 


Member Federal Deposit Insurance Corporation 
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WIDENS PROSPECTIVE MARKET! 
FNCB Pre-Packaging means every 
teller window can sell Travelers 
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OPERATING NEWS & TRENDS 








The First National Bank of Arizona 
began a serious study of electronic 
data processing some four years ago, 
which culminated in the fall of 1959 
in a decision to concentrate on a pro- 
posal made by the General Electric 
Computer Department looking toward 
the installation of a completely auto- 
matic system of electronic bookkeep- 
ing. On December 30 of the same year, 
the bank contracted for the purchase 
of a GE 210 computer system. A few 
months later work was begun on an 
addition to the bank’s Main Office in 
Phoenix, 8,000 square feet of which, 
below ground level, was especially de- 
signed to house the computer in- 
stallation. A press preview held early 
last month marked both the comple- 
tion of the building project and the 
inauguration : of the bank’s new 
““GEEP* Center.” 


Immediately following the purchase 
of the equipment, there began a con- 
centrated program of personnel selec- 
tion and preparation, which included 
in-plant training at the General Elec- 
tric Service Center in Deer Valley. 
Six months later, trainees were actual- 
ly using the equipment, and by July 
11 the first of the bank’s branches 
was using the GE center’s computer 
system. The bank’s computer staff, 
now enlarged to 17, continued its 
training program under the direction 
of Carl M. Burrow, assistant vice 
president. All, with the exception of 
special typists, receptionists and sec- 
retarial personnel, are fully conver- 
sant with every phase of the system, 
from the actual conversion of branch 


*General Electric Electronic Processor 
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First of Arizona Opens Fully Staffed GEEP Center 


accounts to the operation of its various 
components. 


To date, 17 of the bank’s 67 branch 
offices have been converted to the 
computer system. Pending completion 
of the new structure and installation, 
the First National has been processing 
46,000 accounts on a similar system 
at the GE center, and as the operation 
is expanded to include all economically 
accessible offices, it is estimated that 
the accounts thus serviced will num- 
ber 100,000 by September. 


As an initial step in the selection of 
a computer staff, letters were sent to 
all branch offices and department 
heads in which they were asked to 
supply information regarding em- 
ployee interest in positions as pro- 
grammers and operators. Approxi- 
mately 100 people responded and were 
given a three-part aptitude test which 
was designed basically to point up the 
applicant’s ability to reason in terms 
of number series, figure analogies, and 
arithmetic. 


Of the 100 people interviewed and 
tested, 11 were selected for a course in 
programming, which comprised four 
weeks of 7-hour-a-day sessions, in 
addition to 5 or 6 hours of homework 
each night. At the end of the course, 
the applicants were given 90 days in 
which to decide whether or not they 
wanted to join the computer staff, 
after giving special consideration to 
the fact that the hours would be ir- 
regular and at night, and that, due to 
lack of precedent, much individual 
initiative would be required. 

Following an affirmative decision 
by each of the 11, 6 were trained as 





programmers, 1 in check recovery, 
and 1 in conversion; while 3 were 
given 6 weeks further training as op- 
perators. Their backgrounds and in- 
terests vary widely, both in point of 
education and with reference to 
training and experience. All, however, 
have shown a particular aptitude for 
and interest in electronic data pro- 
cessing. 

Shown in photo (left abeve) is a 
view of portions of the reception room 
and “‘working room” of the GEEP 
Center. Seen at the right as they were 
attending a press preview of the 
center are (l. to r.) Clair Lasher, 
General Manager of the GE Com- 
puter Department, Sherman Hazel- 
tine, chairman of the bank, James 
Byers, president, and Samuel Mar- 
dian, Jr., Mayor of Phoenix. 


First New Haven National 

Delivery of a new Burroughs item 
processing and demand accounting 
system to the First New Haven Na- 
tional Bank is scheduled to begin this 
fall, after the bank has moved into its 
new headquarters building. Senior 
Vice President Thomas Hooker is 
scheduling the integration of this 
equipment into the bank’s long-range 
transition to automation which began 
two years ago. 


Wilmington Trust Company 
The Wilmington (Del.) Trust Com- 
pany has completed its Electronic 
Data Processing Center with the in- 
stallation of an IBM 7070 solid state 
computer. Other components of the 
center comprise a 1401 computer sys- 
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ever ywhere «+» Precisely! Because Burroughs T128 Imprinter-Encoder meets every single re- 
quirement for MICR—precise printing tolerances, precise ink output and all the rest. The banks listed 
here have already proved it! They’ve proved too that on-premises E13B encoding via the T128 is not 
only the precise way but the fast and economical way, as well, to quantity controlled production of pre- 
qualified checks and deposit tickets for: emergency orders + special accounts + small volume accounts + new 
accounts. i Investigate the down-to-business advantages of the most recent addition to Burroughs complete, 
all-encompassing line of bank automation equipment—the only line that ranges from checks to electronic 
computers. Call your local Burroughs-Todd office for details on the T128 Imprinter-Encoder. Or write 


directly to TODD COMPANY DIVISION, ROCHESTER 3, NEW YORK. 


BURROUGHS—TM 


Burroughs Corporation 
“NEW DIMENSIONS / in electronics and data processing systems” 


May 15, 1961 





4 
; 
5 





tem which includes a 1402 card read 
punch and a 1403 high speed printer, 
plus a 1412 magnetic sorter reader and 
other complementary units. The ver- 
satility of the 7070, combined with 
these other major units, will shortly 
enable the bank to further adapt the 
equipment to both personal and corpo- 
rate trust operations, as well as to 
other general accounting uses. The 
bank also plans to make the facilities 
of the center available to nearby re- 
search institutions. 

According to William Bradford, Jr., 
vice president and comptroller in 
charge of the bank’s methods division, 
the new equipment will reduce 24 to 
6 the number of hours required to 
handle its present volume of 125,000 
checks a day. 


Signatures in 33 seconds 

The TV monitor shown above is one 
of seven that are strategically located 
in areas conveniently accessible to the 
tellers of the First Pennsylvania 
Banking and Trust Company, along 
with two cameras situated in the 
bank’s 13th floor signature depart- 
ment. Tellers are enabled by the use 
of this equipment to verify signatures 
in a matter of seconds. 


This installation marks the first 
use of the “thrust turret’’ which per- 
mits the enlargement of any part of a 
particular document. The system was 
designed and installed by John F. 








McCarthy, Inc., of Philadelphia. The 
firm worked in close co-ordination 
with First Pennsylvania’s method and 
systems department and used equip- 
ment furnished by the Phileo Corpora- 
tion. 


INNOVATIONS — 


A New NCR Memory File 
The National Cash Register Com- 
pany has announced that its revolu- 
tionary “‘new generation”’ memory file 
will become available, along with the 
first of the NCR 315 computer sys- 
tems with which it is to be used, early 





“Key Book’’ Revised Under New Title 


The Bank Management Committee of The American Bankers Asso- 
ciation has completed a thorough revision of what has come to be 
familiarly known as its “Key Book.” The revision has been neces- 
sitated in part by changes in the assignment of numbers and rules 
governing such assignments growing out of the mechanization of check 
handling. G. Edward Cooper, senior vice president, The Philadelphia 
National Bank, and Melvin C. Miller, deputy manager of the ABA, 
are chairman and secretary, respectively, of the committee. 


With the introduction of the routing symbol some years ago, what 
had formerly been designated “transit number” became a “transit 
number-routing symbol.” In the interests of brevity, this designation 
has been changed in the revision to “ABA Routing Number,” and the 
official title of the book has accordingly been changed to “Key to 
American Bankers Association Routing Numbers” from “Key to the 
Numerical System of the American Bankers Association With Check 
Routing Symbols.” 

Other changes will include the addition of a contents page and the 
division of the book into four separate and distinct sections: a nu- 
merical list, an alphabetical list, a list of changes made since the last 
previous revision, and a list of special ABA item identification numbers 
for multiple drawee items, including travelers checks and money 
orders. 

The new “Key Book” will be published by Rand McNally & Company, 
which has served as the association's official numbering agent since 
the adoption of the numbering system in 1911. 





The photo shows Audrey Lidle, 
teller, demonstrating the equipment 
for Alfred C. Graff, senior vice presi- 
dent, (left) and B. Albert Grantz, 
assistant vice president, who coop- 
erated in the installation. 


in 1962. Called the Card Random Ac- 
cess Memory (CRAM), the unique 
device employs a removable cartridge 
containing 256 magnetic cards on 
which information can be stored in 
any order and selected and read when 
required in a sixth of a second. 


CRAM is designed to provide more 
economical access to large volumes of 
information than any similar device 
now available, and makes it possible 
to store, sort, update, and report 
through the use of a single magnetic 
file. In a bank application, the new 
unit will provide immediate informa- 
tion regarding the balance on a loan 
or checking account. 


Each magnetic card can store 21,700 
alpha-numeric characters or 32,550 
decimal digits of information, provid- 
ing a storage capacity of over 5.5 
million alpha-numeric characters of 
8.3 million digits in a single cartridge; 
a capacity equivalent to the one mil- 
lion seven-digit telephone numbers 
listed for the entire city of Los Angeles. 


Up to 16 CRAM units can be 
operated, in a 315 computer system. 
In addition to these units, the 315 
computer can also control up to 
eight high-performance, multispeed, 
magnetic tape units. Cartridges of 
magnetic cards are interchangeable be- 
tween CRAM units in much the same 
way that reels of tape can be inter- 
changed. ‘ 
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NEW PRODUCTS 


Inscribing Device 

The IBM 1203 unit inscriber mag- 
netically encodes on checks and de- 
posit slips information required for 





the mechanization of demand deposit 
accounting. Continuous high-speed 
operation is possible with the 1203 
because the operator is freed from 
document distribution decisions. The 
new machine has a standard ten-key 
adding machine keyboard and ten 
functional keys. It is the newest mem- 
ber of IBM’s family of Series 1200 
magnetic character sensing equipment. 


A Mobile Rotary File 


For Punched Tape 

Acme Visible Records, Inc., Crozet, 
Va., has announced a mobile rotary 
file on a rollaway cabinet, which is 
designed to keep data processing tape 
neatly stored and immediately acces- 
sible anywhere in the computer room. 
The file revolves a complete 360 de- 
grees, bringing tapes within finger- 
tip reach from any position. Metal 
cases holding the reels can be visibly 
coded for immediate reference, while 
less active tapes can be stored in the 
cabinet beneath. 
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PROGRESS REPORTS 
Moving Rapidly 


Over half the nation’s banks and 
branches have begun to prepare their 
checks for handling by electronic 
check sorting equipment, according to 
a comprehensive survey, the first of 
its kind, by the 12 Federal Reserve 
banks and their 24 branches. The sur- 
vey also reveals that one check in five 
already bears the magnetic ink char- 
acters devised by the American Bank- 
ers Association. Observes the Federal 
Reserve Bank of Cleveland: ‘Check 
encoding appears to have moved 
ahead rapidly in recent months.” 


EXECUTIVES 





JACK VEEGER 


R. P. SCOTT 


In a recent announcement, Ditto, 
Inc. named JACK VEEGER manager of 
foreign sales. In his'new position he 
will be responsible for the sale of Ditto 
products in all countries throughout 
the world except the United States 
and Canada. 


ROBERT P. SCOTT, presently adver- 
tising and sales promotion manager 
of The Todd Company Division, 
Burroughs Corporation, has assumed 
responsibilities for the public relations 
activities of the division also. 


RCA, Camden, N. J., has an- 
nounced the appointment of EVERETT 
M. KRUGER as manager of systems and 
procedures. 


JAMES A. HENDERSON has_ been 
named head of the travelers cheque 
sales department according to an an- 
nouncement from the American Ex- 
press Company. He succeeds OLAF 
RAVNDAL who continues as senior vice 
president and treasurer, and also as- 
sumes responsibility for the company’s 
overseas financial operations. 


The appointment of KARL R. JENSEN 
as publicity manager of the equipment 
and systems marketing division has 
been announced by the Burroughs 
Corporation. 
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R. E. PETERSON J. C. BLYTHE 


First National Bank of Omaha, Neb.: 
Until recently a senior examiner for 
the Nebraska Department of Bank- 
ing, RALPH E. PETERSON has joined 
First National as vice president in 
the correspondent bank department. 


Fulton National Bank of Atlanta, Ga.: 
President of Colonial Stores, Inc. 
CARL J. REITH, has been elected a 
director. Also announced was the 
appointment of JAMES C. BLYTHE and 
T. LAMAR SHEATS as vice president 
and assistant vice president, respec- 
tively. 


Citizens & Southern National Bank, 
Savannah, Ga.: PEYTON ANDERSON, 
publisher of the Macon Telegraph 
and Macon News, has been elected a 
member of the board of directors. 


C. C. Collings and Company, Inc., 
Philadelphia: Announcement has 
been made of the election of CLIFFORD 
C. COLLINGS as chairman and JOSEPH 
C. CHAPMAN as president of this in- 
vestment banking firm. 


Parker, Eisen, Waeckerle, Adams & 
Purcell, Inc., Kansas City, Mo.: 
This new investment banking firm 
has been created from the recent 
merger of Piersol, O’Brien & Adams 
into Lucas, Eisen and Waeckerle. Of- 
ficers and stockholders include: ER- 
WIN H. EISEN, president; JOHN F. 
PARKER, vice president and secretary; 
HAROLD E. WAECKERLE, vice president 
and treasurer; and KENNETH R. 
ADAMS and HOYT PURCELL, vice pres- 
idents. 


Pittsburgh National Bank: SPEROS G. 
DRELLES, formerly of the investment 
firm of Chaplin, McGuiness & Com- 
pany, has been elected a vice presi- 
dent. He will head the research sec- 
tion of the trust investment depart- 
ment. 
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The Fifth Third Union Trust Company, 
Cincinnati: President G. CARLTON 
HILL has been elected president of the 
Cincinnati Clearing House Associa- 
tion for the ensuing year. 


Federated Investors, Inc., Pittsburgh: 
According to a recent announcement, 
FRANCIS H. LOGSDON has been elected 
vice president and controller. Fede- 
rated Investors is the national dis- 
tributor of Income Foundation Fund, 
Inc. and Federated Growth Fund, 
Pittsburgh-based mutual funds. 


Federal Home Loan Bank Board, 
Washington, D. C.: President Ken- 
nedy has designated JOSEPH P. MC- 
MURRAY as chairman. The appoint- 
ment was confirmed by the Senate. 
He will serve the unexpired portion 
of a term ending June 30, 1961 anda 
regular four-year term ending June 
30, 1965. 


Marine Midland Trust Co. of Southern 
New York, Elmira: BENJAMIN P. RIAL, 
formerly president of the First Na- 
tional Bank of Passaic County, 
Paterson, N. J., has accepted a po- 
sition as vice president. He will be 
responsible for commercial loan ad- 
ministration. 


Morgan Guaranty Trust Co. of New 
York: Vice President SIDNEY G. BUT- 
LER has been elected a director of 
Trust Corporation of Bahamas Ltd. 
of Nassau, Bahamas. Morgan Guar- 
anty International Banking Corp., a 
subsidiary of Morgan Guaranty, owns 
a minority interest in Trust Corpo- 
ration of Bahamas, Ltd. 


Valley National Bank, Phoenix: 
Vice President MELVIN C. JENSEN will 
take charge of the agricultural-live- 
stock loan department when he suc- 
ceeds T. SCOTT BENTLEY who retires 
on June 30. 





S. G. BUTLER M, C. 


JENSEN 


















A. J. ZIRPOLI R. E. FITZGERALD 


Bank of America, San Francisco: 
Vice President ARMANDO J. ZIRPOLI 
has been named _ to head business 
development activities in the San 
Francisco area. Two newly advanced 
vice presidents are RICHARD FITZ- 
GERALD at the International Banking 
office, and EDWARD L. S. EVANS at 
the Oakland main office. In a further 
release, CHARLES L. CONROY, an as- 
sistant vice president, was named 
supervisor of the bank’s statewide 
Customer Services centers. 


The Beloit (Wis.) State Bank: JAMES T. 
CLEARY, an attorney from Milwaukee, 
has joined the staff as vice president 
and trust officer in the trust and in- 
vestment department. 


Trenton (N. J.) Trust Company: T h e 
appointment of HAROLD J. JOHNSTON 
to the post of vice president and trust 
officer was recently made known. 


The First National Bank of Port 
Neches, Texas: JOE C. HEBERT has 
been elected to serve as assistant to 
the president and secretary of the 
board of directors. 


Republic National Bank of Dallas: 
Five newly elected directors are: 
JEROME K. CROSSMAN, Investments; 
DAVID L. FLORENCE, vice president of 
Mayflo Oil Co.: CHARLES MEYER, 
vice president, Sears, Roebuck and 
Co.; LESTER T. POTTER, president of 
Lone Star Gas Co. and Lone Star 
Producing Co.; and CHARLES A. 
SAMMONS, chairman of the board of 
Reserve Life Insurance Co. 


Bankers Trust Company, New York: 
Former assistant vice presidents 
ALEXANDER B. ADAMS and PHILIP 
GREENE have been named vice presi- 
dents. Mr. Adams is assigned to the 
public relations department and Mr. 
Greene is in charge of the Delancey 
Street office. : 
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Irving Trust Company, New York: 
According to a recent announcement, 
FRED E. BORCHERT, JR., and EDWARD 
C. ROGERS have been moved up to 
vice presidents. 





F. E. BORCHERT, JR. 


H. B. COBURN 




























R. W. SCOFIELD G. E. KRUGER 
The Chase Manhattan Bank, New 
York: In the personnel department, 
HAROLD B. COBURN and ROBERT W. 
SCOFIELD have been moved up to 
vice presidents while GEORGE E. 
KRUGER was named a vice president 
in the petroleum department. Ad- 
vanced to assistant vice presidents 
were, ARTHUR S. CONDIT, JR., and 
OSWALD E. D. MERKT. 


The National Shawmut Bank of 
Boston: Previously an assistant vice 
president, FRANK R. MOULTON has 
been elevated to vice president in the 
administrative division. 


Australia and New Zealand Bank Ltd: 
C. R. DARVALL, who has been deputy 
general manager since 1954, will suc- 
ceed HUGH D. T. WILLIAMSON as gen- 
eral manager on July 1. 


Reynolds & Co., Philade!hia: V ic e 
Admiral EPHRAIM R. MCLEAN, JR. 
USN (ret.) has become associated 
with the Philadelphia office as an 
account executive. 


National Association of Mutual Sav- 
ings Banks: SAMUEL W. HAWLEY, 
president of the People’s Savings 
Bank—Bridgeport, was elected presi- 
dent of the association for a one-year 
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term. Meeting in Philadelphia this 
month, NAMSB also named JOHN 
W. KRESS, president and manager of 
The Howard Savings Institution of 
Newark, association vice president. 
ALFRED S. MILLS, president of the 
Bank for Savings in the City of New 
York, was re-elected treasurer of 
NAMSB. 


C & S Capital Corp., Atlanta, Ga.: 
RICHARD W. COURTS, founder and 
senior partner of Courts & Co., GLEN 
P. ROBINSON, JR., president and chair- 
man of Scientific-Atlanta, Inc., and 
CHARLES R. WALTERS, vice president 
of C & S National Bank and the C & 
S Capital Corp., have been elected 
directors. The C & S Capital Corp. 
was organized by the Citizens & 
Southern National Bank under terms 
of the Small Business Investment 
Act of 1958. 


Madison Fund, Inc., N. Y.: BANCROFT 
G. DAVIS has been elected vice presi- 
dent of this closed end investment 
fund. 


Security First National Bank, Los 
Angeles: JAMES G. BOSWELL, presi- 
dent of the J. G. Boswell Company, 
Inc., has been made a director. He is 
also a director of Safeway Stores, Inc. 


The Hampton Bank of St. Louis: 
A recent announcement told of the 
appointment of ORVILLE B. CURTIS 
as cashier. 


United California Bank, San Francisco 
EVAN T. JOHNSON has been designated 
assistant vice president at northern 
district headquarters. 


Bank of Nevada, Las Vegas: Cc. D. 
“‘DON’’ BROWN has been named to the 
position of vice president and trust 
officer to head up the bank’s newly 
created trust department. 


The Savings Bank Association of the 
State of New York: LAWRENCE  U. 
COSTIGLIO, New York attorney and 
former member of the State Banking 
Department has been appointed dep- 
uty director. 


Concord (N. H.) National Bank: 
KENNETH W. FELDHAUSEN, former 
vice president in charge of business 
development at National Community 
Bank, Rutherford, N. J. has accepted 
a position in much the same capacity 
with Concord National. 





Wayne Hummer & Co., Chicago: 
PHILIP W. HUMMER has been admitted 
as a general partner. 


Seattle-First National Bank: President 
of Weyerhaeuser Company NORTON 
CLAPP, has been elected a director. 


The Bank of Asheville, N. C.: 
The election of MYRON C. PETERSON, 
businessman and civic leader, as a 
director of the bank was recently 
announced. 


Dry Dock Savings Bank, New York: 
Senior Vice President DOUGLAS c. 
WELTON has been elected to the 
board of trustees. 


CORPORATION 


CHANGES 




























KENNETH ZWIENER 


DEWITT PETERKIN, JR. 


American Hospital Supply Corp., 
Evanston, Ill.: KENNETH V. ZWIENER, 
president and director of the Harris 
Trust and Savings Bank, has been 
elected to the board of directors. 


United States Plywood Corp., New 
York: Vice President DEWITT PETER- 
KIN, JR., of Morgan Guaranty Trust 
Co., has been elected a director. He is 
also a director of Stauffer Chemical 
Co. 


Montgomery Ward & Co., Chicago: 
The election of HAROLD F. DYSART 
to the position of vice president and 
controller was recently announced. 


Lehn & Fink Products Corp., New York 
Formerly secretary and _ treasurer, 
JAMES W. NEWMAN has been elected 
to the newly created position of vice 
president-planning and finance. At 
the same time JAMES W. FAY was ad- 
vanced from assistant treasurer to 
treasurer. 


Ranco Inc., Columbus, Ohio: One of 
the three newly named vice presi- 
dents is A. P. MCDIARMID, now vice 
president-secretary-treasurer. 
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Neptune Meter Co., New York: 
EDGAR A. GAUDETTE has joined the 
company as assistant to the president. 
He will be in charge of financial and 
accounting operations of the parent 
company, its divisions and subsid- 
jaries, which manufacture and market 
a variety of meters and measurement 
and control equipment. 


J. C. Penney Company, New York: 
FREDERICK L. FINNEGAN, vice presi- 
dent and director of finance, has been 
nominated as a director of this de- 
partment store chain. The election 
will take place at the annual meeting 
to be held on May 26. 


Kellogg Company, Battle Creek,Mich. 
According to a recent announcement, 
§. R. SANDBERG has been advanced 
from treasurer and assistant secretary 
to vice president and treasurer. 


INSURANCE & FINANCE 
COMPANY CHANGES 


C. I. T. Financial Corp., New York: 
Previously president of the Canadian 
subsidiary, Canadian Acceptance 
Corp., Ltd., CHARLES S. JENSEN, has 
been made a vice president. He will 
assist L. WALTER LUNDELL, president, 
in the planning and coordination of 
the parent firm’s diversified activi- 
ties. 


Commercial Credit Company, Balti- 
more: The election of WILLIAM G. 
YOUNG to the board of directors and 
HENRY L. VAN HORN as secretary of 
the company, was recently an- 
nounced. Mr. Young is president of 
Miller Printing Machinery Co., one 
of Commercial Credit’s manufactur- 
ing subsidiaries. Mr. Van Horn is 
chairman of Calvert Fire Insurance 
Co., Cavalier Life Insurance Co. and 
American Health Insurance Corp., all 
insurance subsidiaries of Commercial 
Credit. 


John Hancock Mutual Life Insurance 
Co., Boston: Former United States 
Representative to the United Na- 
tions, HENRY CABOT LODGE, has been 
elected a director. 


Associates Investment Co., South 
Bend, Ind.: A recent announcement 
tells of the election of GORDON E. 
AREEN as executive vice president- 
corporate development and control. 
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At the same time ROBERT H. VAN 
AMAN was promoted to the new 
position of executive president-field 
operations, and H. W. TOMPKINS suc- 
ceeded him as vice president for the 
western operations group. 


Pacific Mutual Life Insurance Co., 
Los Angeles: Elected to a new exec- 
utive post is THOMAS L. LOWE who was 
made financial vice president and now’ 
has over-all. responsibility for the 
company’s investment program. 


Midland-Guardian Company, Cincin- 
nati: WILLIAM F. KELLY and JOHN 
REILLEY, president and senior vice 
president, respectively, of the First 
Pennsylvania Banking and Trust 
Company, Philadelphia, have been 
elected directors of this sales finance 
and small loan company. 


Tower Acceptance Corp., Houston: 
This company which owns the Uni- 
versal General Life Insurance Com- 
pany of Houston and operates a 
chain of 21 loan offices in the states 
of Georgia, North Carolina, Ten- 
nessee, South Carolina and Texas, is 
now under new control. I. JEROME 
RIKER, heads up the company as 
president. DAVID B. CHASE has been 
elected chairman of the executive 
committee which includes Mr. Riker, 
Roy M. Cohn and Alec Rosefsky, 
president of the Industrial Bank of 
Binghamton, New York. 


BRIEFS 


Banking and Higher 
Education 


Dr. Gerald P. Burns, Executive Di- 
rector of Independent College Funds 
of America, has announced the avail- 
ability, free of charge, of a pamphlet 
containing a brief description of bank- 
ing’s support of the nearly 500 in- 
dependent colleges represented by the 
40 state and regional associations 
served by the ICFA as a co-ordinating 
center and clearinghouse. 


The state association movement is 
traced from its inception in 1948 when 
two gifts totalling $15,000 were re- 
ceived through 1960, in which year 
45,025 donors contributed a total of 
$50,323,112. Says George Champion, 
chairman, The Chase Manhattan 
Bank in a foreward, ‘We feel this 
method of helping American higher 
education is in the best interests of 


our depositors and stockholders.” 


Requests for copies of the pamphlet 
may be addressed to Dr. Burns at 
Sheraton-Atlantic Hotel, New York 
1, Bi es 


Four Promoted at ABA 

Raymond EF. Shepherd, who came to 
the ABA from the Federal Bureau of 
Investigation a year ago, has been 
designated assistant secretary on the 
association’s Insurance and Protective 
Committee. Robert C. Bowen was 
named staff assistant for marketing 
research in the Department of Eco- 
nomics and Research. He had been 
staff assistant of the department’s . 
Research Committee since he left the 
New York Stock Exchange in 1959. 
Philip Braverman and Bernice Kjaer, 
members of the staff of the Research 
Committee, were designated staff as- 
sistants of the Department of Eco- 
nomics and Research. 


Tapp Honored by 
4-H Foundation 

Jesse W. Tapp, chairman of the 
board of the Bank of America, Los 
Angeles, Cal., has been named a win- 
ner of the national 4-H alumni re- 
cognition award for 1961, the highest 
honor the movement can accord a 
former member. Symbolizing the 
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award will be one of the eight gold 
alumni keys which are presented each 
year to the outstanding 4-H graduates 
from throughout the nation who have 
“continued to live by 4-H ideals.” 
The presentation will be made at the 
annual alumni banquet at the time 
of the 40th National 4-H Club Con- 
gress in Chicago next November. 


Mr. Tapp has represented the bank- 
ing fraternity on the National 4-H 
Sponsors Council, the fund raising 
arm of the National 4-H Club Foun- 
dation, since 1952. In January he was 
elected to the Board of Trustees of 
the 4-H Foundation as a representa- 
tive of private enterprise supporting 
the organization. He is a former chair- 


CALENDAR OF EVENTS 


American Bankers Association 


May 29-—June 2—American Institute of Banking: Olympic Hotel, Seattle, Wash. 

July 12—14—Western Regional Trust Conference: Olympic Hotel, Seattle, Wash. 
Oct. 15-18—87th Annual Convention: San Francisco 

Nov. 9-—10—Mid-Continent Trust Conference: Baker Hotel, Dallas, Texas 

Nov. 13—14—National Agricultural Credit Conference: The Statler Hilton, Dallas. 


State Associations 


May 14-16—NMissouri: Hotel Muehlebach, Kansas City 
May  15-16—lllinois: Sheraton-Jefferson Hotel, St. Louis, Mo. 
May  17-19—New Jersey: Chalfonte-Haddon Hall, Atlantic City 


May = 18-20—Alaska: Juneau 


May  18-—20—South Carolina: Francis Marion Hotel, Charleston 


May  18-20—Kansas: Wichita 


May 21-—23—California: Fairmont Hotel, San Francisco 

May 21-24—Pennsylvania: Chalfonte-Haddon Hall, Atlantic City, N. J. 
May 22-24—Arkansas: Arlington Hotel, Hot Springs 

May 22-24—NMississippi: Buena Vista Hotel, Biloxi 

May 24-27—Massachusetts: The Equinox House, Manchester, Vt. 
May 26-27—North Dakota: Gardner Hotel, Fargo 

June 6-7—NMinnesota: St. Paul Hotel, St. Paul 

June 7-—8—ndiana: French Lick-Sheraton Hotel, French Lick 
June 7-11—D. C.: The Homestead, Hot Springs, Va. 

June 8-9—Connecticut: Equinox House, Manchester, Vt. 

June 8-10—New Mexico: La Fonda Hotel, Santa Fe 

June 8—11—Nevada: Sun Valley Lodge, Sun Valley, Idaho 
June 8-11—Utah: Sun Valley Lodge, Sun Valley, Ida. 


June 11—13—Idaho: The Lodge, Sun Valley 


June 14—16—New York: Lake Placid Club, Lake Placid 

June 15-—17—Vermont: The Equinox House, Manchester 

June 15-—17—Virginia: The Homestead, Hot Springs 

June 15-—17—Wyoming: Jackson Lake Lodge, Moran 

June 16-17—New Hampshire: Wentworth-by-the-Sea Hotel, Portsmouth 
June 18-—20—Washington: Leopold Hotel, Bellingham 

June §19-21—Wisconsin: Hotel Schroeder, Milwaukee 

June 22-24—Colorado: Hotel Colorado, Glenwood Springs 

June 22-24—Michigan: Grand Hotel, Mackinac Island 

June 22-24—Montana: Jackson Lake Lodge, Moran, Wyo. 

June 23-25—WMaine: Poland Spring House, Poland Spring 

June 25-27—Oregon: Eugene Hotel, Eugene 

July 20-22—West Virginia: The Greenbrier, White Sulphur Springs 


Sept 


24-—26—Kentucky: Brown Hotel, Louisville 


Oct. 29-Nov. 1—lowa: Hotel Fort Des Moines, Des Moines 
Nov. 2-4—Arizona: San Marcos Hotel, Chandler 


Other Associations 


May  15-17—NABAC Southern Regional: Hotel Mayo, Tulsa, Okla. 

May 31-June 3—American Safe Deposit Assn., Edgewater Beach Hotel, Chicago 

June 5-7—NABAC Western Regional: The Jack Tar Hotel, San Francisco, Calif. 

Sep. 11-13—NABAC, The Association for Bank Audit, Control and Operation: Conrad 


Hilton Hotel, Chicago. 


Oct. 9-12—National Association of Bank Women: Sheraton Hotel, Rochester, N. Y. 
Oct. 30-Nov. 2—Mortgage Bankers Association of America: Americana Hotel, Miami 


Beach, Fla. 


Nov. 12-15—Robert Morris Associates: The Diplomat Hotel, Hollywood-by-the-Sea, Fla. 
Nov. 26-30—Financial Public Relations Association: Americana Hotel, Miami Beach 


Schools 


June 4-—17—School of Banking of the South: Louisiana State University, Baton Rouge 
July 9-22—FPRA School: Chicago Campus of Northwestern University - 

July 12-24—Stonier Graduate School of Banking, Rutgers Univ., New Brunswick, N. J. 
July 16-29—Southwestern Graduate School of Banking: So. Meth. U. in Dallas 

July 30-Aug. 12—NABAC School for Bank Auditors and Comptrollers: University of 


Wisconsin, Madison 


Aug. 6-18—School of Consumer Banking: University of Virginia, Charlottesville 
Aug. 7-25—National Trust School: Evanston Campus of Northwestern University 


man of the agricultural commission 
of the ABA and is currently chairman 
of its economic policy commission. 
He has been Bank of America chair- 
man since 1955. Prior to joining the 
Bank of America in 1939, he had been 
associated with the U. S. Department 
of Agriculture for 15 years. 


The 4-H alumni program, conducted 
nationally by the Cooperative Ex- 
tension Service, is supported by the 
Olin Mathieson Chemical Corp., 
Chemicals Division-Agricultural, Lit- 
tle Rock, Ark. 

More than 2,200 banks support the 
Foundation each year. 


ABA's Savidge Named a 
“Partner in 4-H” 


At the 31st National 4-H Con- 
ference, held late last month at the 
National 4-H Center, Washington, D. 
C., Edgar T. Savidge, a deputy man- 
ager of the American Bankers Asso- 
ciation was one of seven recipients of 
“A Partner in 4-H” awards. Mr. 
Savidge is in charge of the ABA’s 
agricultural committee on _ federal 
legislation. In token of his award, he 
will be given a framed certificate and 
a 4-H tie clasp. 


Mr. Savidge has been active in the 
4-H movement for many years, in the 
course of which he has_ provided 
special counsel and guidance for such 
programs as the National 4-H Spon- 
sors Council, the fund raising arm of 
the National 4-H Club Foundation. 


FINANCIAL NEWS 
(Continued from page 10) 


somewhat better year-to-year earn- 
ings comparison. 


Expanded Base. For leading banks 
generally, total loan volume was 
about the same as a year earlier. But 
investment holdings were up rather 
sharply, offsetting in part the effects 
of a reduced average rate of return. 
Not only have lower rates been ac- 
companied by an increase in total 
earning assets, they also have meant 
profits in bond portfolios. (Signifi- 
cantly, most of the figures in the 
earnings tabulation represent operat- 
ing results before profits or losses on 
sales of securities.) 

Prospects for an early business up- 
turn indicate the likelihood of a 
marked pickup in loan demand, and 
firm interest rates throughout the 
remainder of 1961. Meanwhile, trust 
fees and income from miscellaneous 
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sources continue to rise. Thus, oper- 
ating earnings for the full year should 
approach 1960’s record level on aver- 
age, and some banks may show fair- 
ish increases. 


To be sure, climbing operating ex- 
penses remain a nagging problem 
throughout the industry. But growing 
automation promises to provide a 
substantial measure of relief as time 
goes on. 


Despite the earnings dip exper- 
ienced by some of the industry lead- 
ers, bank stocks have continued 
strong this year. As measured by 
Merrill Lynch’s index, bank shares 
are now 14 per cent above their 
yearend level, 21 per cent above their 
1960 low. Both the New York City 
banks and major banks elsewhere 
have participated in the broad ad- 
vance, although enthusiasm for the 
former group, and for some issues in 
the latter, has been dampened a bit 
of late by uncertainty over the fate 
of merger and holding company pro- 
posals. 


Bullish on Banks. With most bank 
stocks at or near new highs, how do 
analysts view them now? The Value 
Line Investment Survey, for one, is 
decidedly bullish: 


“Here is (a) group of stocks that 
provides good hunting for investors 
seeking sound values based on tra- 
ditional standards of earnings and 
dividends. Bank stocks have regis- 
tered excellent appreciation over the 
past decade, but price advances in 
this group have not outdistanced the 
growthin earnings and dividends as 
has been the case in so many areas 
of the stock market. While future ex- 
pansion in profits of banks may be 
at a slower rate than during the 
1950s, when they had the benefit of 
a sharp upward readjustment in the 
interest rate structure, further earn- 
ings progress in the 1960s seems fully 
assured. 


“‘We expect bank stocks to give a 
superior market performance in the 
next 12 months. Their three-to five- 
year appreciation potentiality match- 
es that of all stocks, and the risk in 
holding these issues is considerably 
less.”’ 


FINANCIAL BRIEFS 


@ While the economy may have turned 
up already, this was not reflected in 
the latest business loan figures. Com- 
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mercial and industrial loans at banks 
in leading cities were still $440 million 
below their yearend level. During the 
first four months of 1960, such loans 
rose $475 million. 


@ Individuals increased their private 
insurance and pension reserves by 
$9.1 billion in 1960, their investment 
in savings and loan association and 
credit union shares by $8.0 billion, 
and their time and savings deposits in 
banks by $5.0 billion. On the other 
hand, the Securities & Exchange Com- 
mission reported, individuals cut back 
their holdings of common and pre- 
ferred stock by $1.7 billion, and their 
demand deposits by $1.1 billion. 


@ As high as 72 per cent of Illinois re- 
sidents are in favor of branch banking, 
with only 16 per cent opposed, ac- 
cording to the results of a survey an- 
nounced by the Illinois Council for 
Branch Banking. A bill to pave the 
way for limited branch banking in 
Illinois is now pending before the 
state legislature. 


@ State and municipal bond financing 
added up to $2.1 billion in the first 
quarter, 11 per cent above the total 
in the like quarter last year, according 
to The Bond Buyer. The latter also 
notes that interest rates paid by state 
and local borrowers showed a ‘“‘marked 
upturn” during March (from 3.33 per 
cent to 3.51 per cent on the Bond 
Buyer index). 


@ Country bankers expect improved 
financial conditions for farmers and 
ranchers to prevail throughout 1961, 
according to a survey made by the 
Agricultural Committee of The Amer- 
ican Bankers Association. Requests 
for all types of agricultural credit are 
up this year, with the greatest increase 
occurring in loans to purchase live- 
stock. Participating bankers reported 
little change in interest rates on farm 
loans during the past 12 months. 


@ The 19 member companies of the 
Association of Registered Bank Hold- 
ing Companies had 297 affiliated 
banks operating 1,255 banking offices 
in 26 states at year’s end. Total assets 
of these banks: $17 billion. 


@ The volume of corporate financing 
in thelong-term capital market may 
set a record in the second quarter, the 
Securities & Exchange Commission 
said. However, corporate securities 
offered during the first quarter 
amounted to only $1.9 billion, $1 bil- 
lion less than in the preceding quarter. 
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BANKING & INVESTMENT FIGURES 


Recent Month 6 Mos. Year 


WKLY. REP. MEM. BKS. (Sel. assets in billions) Level Earlier Earlier Earlier 


en ate Ooo <a sere aldo veca ad a '4b-n 198 Se i ALe Oda egw $111.3 $110.2 $108.3 $104.7 


Commercial and industrial loans 32.0 31.4 30.9 
Loans for purchasing or carrying securities. ........eee cece eeeeeeeeees ; 3.1 3.3 3.1 
Loans to sales and personal finance companies. . ........seeeeeeceeees ; 3.4 37 4.2 
es Ace e eae NRAAA TAREE DES OCR MOOR EER O+ S08 12.4 12.5 12.6 
Other loans (mostly consumer) 16.1 15.2 14.8 
ics ain Soe Midi anand bad be See Aieh ane 29.2 29.6 26.0 
Other securities..... 10.7 9.8 9.6 


ALL MEMBER BANKS (in millions) 


Ante OS cn 5a adc a wlaio cabin 910 0:ajese ie eieleialeaiee 529 481 
Borrowings at Federal Reserve Banks...........ccecececccecceseseves 240 524 
Free reserves or net borrowed reserves (-) 289 -43 


Year _ 


RATES & U. S. GOVT. SECURITY YIELDS (FRB) Earlier High 


Federal Reserve discount rate (New York). .........cccecccccccccceces 4.00 3.00 
eI INE oi ala <a iain )a 6:54 4104 /aeis0s 106 wiea aides bab. 0e-0n;0-416:0/d wee ve 5.00 4.50 


3-month bills, auction average...... 3.32 2:59 
6-month bills, auction average............. Saisie sineeR Rc mamlesie nate aioe 3.70 2.78 
3-month bills, market yield..........eceeeeee Sidiaraterousrcaiaraiaiavs Git’ d @inlaielaie 3.19 2.60 
6-month bills, market yield...........+. 3.58 2.80 
9-12 month bills........... 4.08 2.88 
Other issues due in 9-12 months ..... [LAA NEAAR SECEDE REREAD 4.14 3.02 
Issues due in 3-5 years......seseeeeceees a te hewaeeuns icwenans 4.34 3.63 
Bonds due or callable in 10 years or more..........++.- bedhebebansbs 4.20 3.94 


COMMON STOCK PRICES (Selected SEC indexes) 
Composite of 300 stocks on the NYSE (1957—59—100).........-.se00- 


Agricultural machinery. . 2.0... cccccccccccccccccccecccecccccccsces 
Automobiles. ........-- iva sde se Meats stp Gua atas bia vale e-Bians lo ieie-0\ bie e107> mises 
Building materials, cement and glass 

dD cin cae e beh basees dene oaeee eee nennwwe 
IAS 5. 010.0 6.0.04:0:0.0.0'56 00.0080: ee ate 

Electrical equipment. ...... 

PN NE III 4 a 6.5 cnc cs ccscnccdcrcccscasccccocscccsccccnse 
Metals (non-ferrous). .......seseeeeee (hb hathtenedinhesswhiemhewess 
Office machines 

Paper and allied products 

Petroleum refining 

Radio, TV and communication equipment mfg... . 1... eeeeeceeeeeeeees 
Railroads..... 

Retail trade. ........- 

Rubber. 

Steel and iron. ........- 

IE fon cr ocerata <5, ccd ol ele cla etki iaisishaieisy6 bleks: 616 °0 lied) s-ala e ceswlaua nye: ex6re-oialeiave 
Utilities 


BANK STOCK PRICES (Merrill Lynch indexes) 


Composite (October 1941—100) 429.5 358.3 433.0 


New York City banks. . 2... ccccccccccccccccccccccccccccs bee sieras 364.0 313.1 370.4 
Banks in other leading Cities.......ccccccscccccs cocsccce ears eesee 462.2 380.9 466.6 
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MICR* Amount Imprinting 
plus LINE-LOCK* Proof... 


now integral features of 


the ational 41 Proot Machine! 


Many features found only in higher priced equipment are now 
available in the Class 41 WM (Wired-for-Magnetics) Proof Machine! 


*MICR IMPRINTING 


@ magnetic ink imprinting in the amount 


field 
PLAS «  « 


e selective item endorsing and storage re- 
ceptacle destination 


e ALL program-controlled 


Your nearby National representative will appreciate 
the opportunity to discuss your proof and MICR im- 
printing requirements with you. Call him NOW... it 
could be one of your most important calls TODAY! 


*LINE-LOCK PROOF 


@ provides mechanical (not visual) proof 
of the equality of the debits and credits 
for each deposit 


@ errors automatically localized to the 
individual transaction 


® errors mechanically corrected 


*TRADE MARK REG. U. &. PAT. OFF. — 


MWialional" 


THE NATIONAL CASH REGISTER COMPANY, Dayton 9, Ohio 


1039 OFFICES IN 121 COUNTRIES © 77 YEARS OF HELPING BUSINESS SAVE MONEY 





Wherever your customers trade or travel, 
from Bangkok to Bonn, these men can be 


helpful. Through our International Banking Department, 
the Harris keeps in touch with banks in every country in the 


free world. This is one way. we-help-our.correspondents. How 
can we help you? 


Savings yE : 


Organized as N. W. Harris & Co. 1882—Incorporated 1907— Member Federal Reserve System... Federal Deposit Insurance Corporation , 


111 WEST MONROE STREET—CHICAGO 90 
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